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Do Your Letters Have That 


BXKHCUTIVE* 
APPEARANCE ? 


Making an excellent impression is, 





of course, part of any executive's 
job. Helping you do just that with 
every letter you send out is the par- 


ticular function of the IBM Electric 





Executive* Typewriter. 


It's not only the distinctive type faces 
from which you can choose; it's the 
spacing of each character in every 
word and line that gives your letters 


that "Executive appearance." 


Next time you receive a letter typed 
on an IBM Executive Typewriter, 
compare it with others in the same 
mail. Better yet, telephone or write 
the nearest IBM office today, or mail 
the coupon below. We'll be glad to 
show you the difference an IBM Ex- 
ecutive can make in helping you make 


the best impression. 

















IBM, Dept. CN 
590 Madison Ave., New York 22, N.Y. 


I ‘ 


EXECUTIVE 


(] I'd like to see the 
IBM Electric Executive Typewriter. 





{] Please send brochure. 
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INTERNATIONAL BUSINESS MACHINES 


Name 





Company 


Address 


*TRADE MARKS City 








1903-1953 


Fitty years young 


¢ Although IAS was established as a school half a 
century ago, the instruction it offers on accounting 


and allied subjects is truly modern. 


Each IAS study assignment is a loose-leaf pamphlet; 
no text books are used. The flexible loose-leaf format was 
adopted 36 years ago, in 1917. Thanks to that foresight, 


the IAS Continuous Revision Program has been fully effective 


progress in keeping the course right in step with the times. 


When the need for revision occurs, the loose-leaf 


assignments printed in small quantities, can be—and 


in are—revised promptly. 


The “‘oldest’’ text material now offered by IAS was 
copyrighted in 1950. This applies to 8% of the assignments 


currently available. Another 36% were copyrighted in 1951. 
. J é 
accounting The remaining 56% bear 1952 or 1953 copyrights. 


To illustrate how the most modern teaching methods 


have been adapted to the teaching of accounting, LAS 


* 7 
training will be pleased to mail to you a typical study assignment 


and a copy of the special 50th Anniversary Edition 
of the school’s catalog, with no obligation of any kind. 


Just write to the school at the addres below. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD e CHICAGO 6, ILLINOIS 





Did you say— 


RENT A 
STATISTICAL 
DEPT? 


You know that nothing can compete with 
high-speed punched card machines for ac- 
counting or statistical tabulations —ba/ 
perhaps you cannot justify their full time 
use! 

We can save you money since you pay only 
for the actual time these machines are 
working for you. Best of all, you get your 


reports on time every time 


Why not revicw your tabulating problems 


with ws: 


Recording & Statistical 
Corporation 


Chicago °* Boston * Detroit 


Montreal « Toronto 


100 Sixth Avenue, New York 13, N 
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“= SECURITY plis 
INCENTIVE 


Like many employers, you might like to liberalize your pension plan to 
provide larger retirement incomes for your employees. But you hesitate to 
increase the fixed pension obligation you have already assumed, 

A sound alternative may be for you to create a profit-sharing plan, or a 
thrift and savings plan, in addition to your pension plan. 

We have helped many companies work out such combination plans 
plans that combine security and incentive. Let us help you explore the pos 
sibilities of an effective retirement program for your company, including a 


cost estimate. Write or call our PENSION TRUST DIVISION. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
iffiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 





REMEMBER THE “ENTERPRISE” 
Editors, THe CONTROLLER: 


In the August 1952 issue of THE CON 
TROLLER (“Scanning the Scene,” page 
372) you had an article entitled “Life in 
the Sober Eighties’ which we would very 
much like to reprint in our house organ 
the Albatross, which is distributed fre¢ 
to a mailing list of about 22,000 

We hope to use this material in a Christ 
mas issue 


Ropert A, CONNER 

Assistant Editor—-The Albatross 
Isbrandtsen Company, Inc. 

New York, N. Y. 

We are particularly pleased to grant the 
requested permission since the letterhead of 
the Isbrandtsen Company lists, among its 
steamers, the "Flying Enterprise 11," which 
will be remembered as a 
vessel captained by the heroic Captain Carl 
son, which battled the seas and the elements 
and held the attention of the entire world 
during early January 1952 


successor to the 


The Editors 


PUBLIC RELATIONS 
Lditors, THE CONTROLLER: 

I would be interested in learning of arti 
cles and studies in the field of public rela- 
tions, particularly in connection with cor 
porate and controllership activities, 

A & 

Controllership Foundation has published 
three studies dealing with the public rela 
110ns aspects ol corporate and controllership 
activity: 


“What People Want to Know About Your 
Company’ 

‘The Public's Acceptance of Facts and 
Figures of Business Accounting” 

“Whose Corporations Are They?” 


In addition, we ave listing pertinent articles 
which have appeared in THE CONTROLLER 


“The Controller's Approach to Economic 
Education for Employes’ by Fred 
Rudge, January 1952 (page 20). 

“Public Relations Aspects of Controller 
ship,” August 1950 (page 362). 
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Marketing ¢ 
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“Need for Corporate Public Relations Im- 
provements Stressed,’ February 1949 
(page 66). 

“Industry Reports to the Consumer on 
Prices, Costs and Profits” by C. E. Jar- 
chow, October 1948 (page 504). 

“Explaining the Facts to Employes,” 
March 1947 (page 13). 

“Interpretation of Corporation's Finan- 
cial Position to Its Audiences” by F. M. 
Surface and C. E. Jarchow, September 
1947 (pages 444-445). 

“Getting Down to Earth in Explaining 
Profits to Employes” by Frank Wal- 
lace, February 1946 (page 75). 

‘Annual Reports to Stockholders” by 
H. P. Buetow, February 1946 (page 
74). 

The Editors 


TIME STUDY MS. APPROVED 
Editors, THE CONTROLLER: 

I read the article by Mr. D. H. Dalbeck 
on the subject of “Impact of Time Study 
and Methods on Pricing and Unit Costs 
May I obtain your permission to repfint 
certain excerpts from this article for use in 
our course in Management Problems for 
Executives. 

Of course we shall give your organiza 
tion, as well as the authors, all the full 
credit in our reproduced mimeograph ma- 
terial. I shall also send you copies of same 
when they have been completed as has 
been the case in the past. 

May I thank you most sincerely for past 
privileges given to us for reprints. 

C. L. VAN SICKLI 

Coordinator 

Management Problems for Executives 
The University of Pittsburgh 
Pittsburgh, Pa. 


OF FEDERAL ACCOUNTING 
IMPROVEMENTS 
Editors, THE CONTROLLER: 

In fairness to the many devoted and 
professionally qualified accountants who 
have been working with the managements 
of their agencies to bring about vast and 
far-reaching improvements in accounting 
in the Federal Government, I cannot re- 
frain from responding to the letter of Mr. 
Walter A. Bowers on page 456 of the Oc- 
tober 1952 issue of your magazine. 

Tremendous progress has been made on 
many fronts since the joint accounting im- 
provement program was undertaken in 
1948. Because of the size and complexity 
of the operations conducted by the Federal 
Government today, emphasis has been 
placed on operating agency responsibility 
to improve accounting and it ts getting 
results. Similarly, stress has been put on 
the contribution which accounting can 
make to better financial management 
rather than confine the purposes of ac 
counting almost solely to fiscal accounta 
bility. Accounting and auditing in the 








pant : ’ 


in “paperwork” costs 


For example, Standard’s 
AUTOMATIC LINE FINDER 


“Vertical tabulating” to a new writing 
line at one stroke makes a big 

., difference in continuous typing, 

‘% faster forms production, 





Maybe you, too, could produce from 44% to 
300% more business records per hour—with 
the same personnel—with Standard's business 


forms and paperwork simplification devices. 


These devices for simplifying the writing 
process make a big difference in ‘‘paperwork” 
costs. So does the analysis and planning 
behind Standard Register business forms. For 
Standard's men concern themselves with the 
system's purpose and the whole procedure, 
to develop better working papers. 


And Standard's 40 years of form design 
experience and ‘‘know-how" in producing fop 
quality business forms save hundreds of 
needless operations for 93 of America's 100 
largest firms, and thousands of others. 


See how we can help you. Phone 
Standard Register in your city. Or 
write The Standard Register Company, 
101 Campbell Street, Dayton 1, Ohio. 


Standard Register 


BUSINESS FORMS 


rad Paperwork Simplification 





Forthcoming Features 


gHAncirl 
EaecuTives 
t chee 


IN THE CONTROLLER 


%& BUILDING AND MAINTAINING A SUCCESSFUL ORGANIZATION 


by Bruce Payne 


%&e DYNAMIC ACCOUNTING TO SERVE MANAGEMENT 


by Wayne C. Marks 


we EXECUTIVE DEVELOPMENT FACILITIES 


by Allison V. MacCullough 


%& GUIDE POSTS TO PLANNED PROFIT CONTROL 


by D. M. Magor 


General Accounting Office as well as cen 
tral processes in the Treasury Department 
and Bureau of the Budget are being 
changed to mect these new concepts of oF 
erating agency responsibility. 

No constructive 
served by a detailed discussion of the spe 
cific points commented on in Mr. Bowers 
letter as he covers only a small portion of 
the total problem and is apparently not 
abreast of deve lopm¢ nts im recent years 
For example, it may be of interest to your 
readers that under the Post Office Depart 
ment Financial Control Act of 1950, the 
accounts of that Department were trans 
ferred to it by the General Accounting Of 
fic some two years ago. Morcover, the 
General Accounting Office audit approach 
has been modified to give cognizance to 
this change as well as to adopt a selective 
basis of examination. 

[ agree much remains to be done in the 
improvement of accounting in the Federal 
Government but not only has the ground 
work been laid for this but much has actu 
ally been accomplished where it counts 
most-—in the agencies carrying on the day 
to-day operations. Improvements in over 
all or central reporting are under way 
based on the solid foundation being built 
in such agencies. 


purpose would — be 


WALTER F. FRes! 

Chief, Accounting Systems Division 
General Accounting Office 
Washington, D. C. 
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“NO COMPARATIVE BODY” 
Editors, THE CONTROLLER: 

I shall be extremely grateful if 
you can possibly forward to me a copy of 
your publication, together with any in 
formation on Controllers Institute of 
which I have heard so much and I might 
add there is no comparative body in this 
country. 


W.H. Eape, A.C.CS. 
Co. Durham, England 


INDUSTRIAL MANAGEMENT TEXT 
Editors, THE CONTROLLER: 

At the present time we are preparing 
the material for our 1953 Industrial Man- 
agement Symposium. This is a volume we 
have compiled annually for more than 20 
years, consisting of articles and discussions 
by prominent authorities on all phases of 
industrial management and employe rela- 
tions. 

We would like to have the privilege of 
including in the Symposium one or two 
articles which have appeared in THE Con- 
rROLLER. In particular, we believe any of 
the following would be very appropriate: 


“Try an Incentive Production Bonus Plan” 
by William R. Phelan—<August 1952 issue 

“Today's Need for Executive 
and Compensation” by Austin M. Fisher 


September 1952 issue 


Evaluation 


“The Place of the Controller in Manage- 
ment Planning and Control” by T. F. Brad 


FEBRUARY 1953 








Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
requested). The Editors 





shaw and John V. van Pelt HI-—October 
1952 issue 

“Good Bosses: Key to Good Employe Rela 
tions’ by John A. Spencer—-November 1952 


issue 


If you could give us the necessary per 
mission we would appreciate it very much. 
In using the material, we will definitely 
state that we are doing so with your per 
mission. Also, in consideration of your 
courtesy, we will be pleased to send you a 
copy of the entire Symposium when it ts 
completed. 

JOHN J. MurRRaAy 
The Consolidated Reporting Company 
New York 


FGAA ADDRESS 


Editors, THE CONTROLLER: 

In recent issues of THE CONTROLLER I 
have noted occasional references to the 
Federal Government Accountants Associ 
ation. Can you give me the address of this 


body ? 
Fi. P. 


The Federal 
Association 1s located in Washington, D. ¢ 
and the address is P, O. Box 53. 

The Editoy f 


Government Accountants 


W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 





Insurance 


Consultants 





The largest analytical or- 
ganization of its kind which 
does not sell insurance 








Automatic protection against 
stroke errors. Direct key action 
registers answers instantly — 
gives you more accurate figure 


work per hour. Other exclu- 


sive Comptometer features 
and services save still more 


money. Call in your Compt- 
: = 
ometer representative. 
ComrromeTeR AppinG-CaLcuLaTING Machines are made 
by Felt & Tarrant Manufacturing Co., and sold ex 
clusively by its Comptometer Division, 1784 N. Paulina 
St., Chieago 22, Iinois. Offices in all principal cities 























THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET * New York 


67 Branches in Greater New York 


57 Branches Overseas 





Statement of Condition as of December 31, 1952 





ASSETS 

Cash, Gold and Due from Banks 
United States Government Obligations 
Obligations of Other Federal Agencies 
State and Municipal Securities oe 
Other Securities 
Loans and Discounts 
Real Estate Loans and Securities 
Customers’ Liability for Acceptances 
Stock in Federal Reserve Bank 
Ownership of International Banking 

Corporation 
Bank Premises 
Items in Transit with Branches 995,477 
Other Assets 5,222,622 


Petal, «6 «64% $6,117,115,200 
LIABILITIES 


$1,707,070,284 
1,427,076,743 
31,505,714 
499,071,241 
94,649,031 
2,269,931 ,847 
12,385,051 
23,298,407 
9,420,000 


7,000,000 
29,488,783 


Deposits a $5,613,861,572 
Liability on Acceptances and Bills. . $55,088,614 
Less: Own Acceptances in Port- 
folio .. 30,249,211 
Due to Foreign Central Banks 


(In Foreign Currencies 


24,839,403 
18,410,100 


Reserves for: 
Unearned Discount and Other Unearned 
Income 28,342,712 
Interest, Taxes, Other Accrued Expenses, etc. 42,126,555 
Dividend. . 3,312,000 
Capital 303 $144,000,000 
(7,200,000 Shares— $20 Par 
Surplus 170,000,000 
Undivided Profits 72,222,858 386,222,858 


Total anecactadbucscn, WENESA05.o00 


Figures of Overseas Branches are as of December 23. 


$395,102,681 of United States Government Obligations and $18,520,100 of 
other assets are deposited to secure $319,509,504 of Public and Trust Deposits 
and for other purposes required or permitted by law. 
(Member Federal Deposit Insurance Corporation) 


Affiliate of The National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Funds $31,481,638 





We shall be glad to send a complete « of the 1952 “'Repert to Shareholders 
of THE NATIONAL CITY BANK OF NEW YORK and CITY BANK FARMERS 
rRUST COMPANY to anyone who requests it 
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Chicago Controllers as Educators 


Guest Editorial by a National Director of the Institute 


The off-campus activities of the University of Chicago 
have long been known and its contribution toward the suc- 
cess of our scientists in constructing the first atomic bomb 
is attributed to the intellectual and all-around capacity of 
that institution to take its place in the work-a-day world. 

In the first Annual Conference on Controllership, jointly 
sponsored by the University and the Chicago Control of 
Controllers Institute, it has also established a precedent in the 
successful attempt which was apparently made to place the 
light of learning on a pedestal rather than hide it “under a 
bushel.”” A new and valuable path seems to have been blazed 
toward the much-desired and long-sought-after close har- 
mony between the controllership group and the institutes 
of learning that provide the material for the new controllers 
coming up in industry. 

The various subjects covered by this Conference, and the 
type of men who took part, all contributed to making the 
event a memorable one in the promulgation of better under- 
standing with regard to the controller's place in modern 
business and the part which the schools play in training men 
to better carry on this important work. 

The proceedings of the meeting were put in pamphlet form 
(see page 70) and have been made available to those who 
could not attend the meeting so that, all in all, we have 
much to be thankful for in the way the mecting was handled 
by those in charge of this important project. 

Let us hope that this is just the beginning of many more 
such meetings throughout the country where schools of 
business education and men who practice controllership can 


mect on common ground. JAMES B. FENNER (Toledo) 


Lending Business Know-How to Government 


In the past a federal government agency, sctting out to 
improve its methods of accounting and control, has often 
reached the valid conclusion that the methods de veloped by 
private enterprise might be helpful. In seeking to avail it- 
self of such new developments each governmental organiza 
tion has had to make its own contacts—-usually by approach 
ing the accounting organizations and asking for advice. 

The means of conveying such advice has usually been a 
panel of members, chosen from one or more accounting or 
ganizations, to collaborate with officials of the government 
agency. Already important progress has been made by means 
of this device. It has had the disadvantage that the experi- 


ence gained by one panel of accountants and businessmen 
in dealing with one governmental organization died with the 
expiration of that ad hoc panel 

Now 10 process of formation ts the “Professional Coun- 
cil on Federal Financial Administration,’ sponsored by 
leading organizations in the accounting field (see p. 96) It 
will start life on a voluntary basis, with no legislative stand- 
ing or sanction in its relations with government. However, 
the accounting executives who have participated in its for 
mation believe that it rests on an excellent precedent. The 
precedent is the Advisory Council on Federal Reports, in the 
formation of which Controllers Institute was said by many 
to have been a primary guiding force. That Council has 
proved so useful an organization to both government and 
business that it now enjoys official standing in Washington 
the “Advisory 


The predecessor of the Advisory Council, 
was a similar 


Committee on Government Questionnaires,” 
tentative and voluntary effort on the part of the sponsoring 
associations. That Committee served to pull together the 
knowledge and experience gained by many individuals and 
groups in their cfforts to curb the ever-mounting volume of 
government forms and questionnaires required to be an 
swered by businessmen. In the new Professional Council a 
similar history of usefulness and fair-minded advice to gov 


ernment seems reasonable to expect. 


The Controller on the Policy-Making Team 

Analysis of responses to Controllers Institute's Member 
Census throws some interesting light on the question of the 
controller's participation in the making of company policy 
The title of “controller” was little known in private enter 
prise 25 or 30 years ago, and the function-—as we understand 
it today—-was almost nonexistent. Today almost 60% of the 
members of Controllers Institute state they regularly attend 
the mectings of the Board of Directors of their companics 
and 34¢¢ of them are directors. 

When these responses are broken down by the title of the 
respondent there is, of course, some variation. At one ex 
treme, those Institute members who have become presidents 
At the 


opposite extreme, among the similarly small minority of 


of their companies are, of course, directors 100% 


members who ré port to the controller, only 130% attend 
directors mectings regularly and only 8(@ are directors. Thus 
it appears that the member of Controllers Institute is, more 
often than not, directly concerned with the deve lopment of 
top policy in his company. 

Yet the job ts by no means finished. We must still provide 
many a controller with the tools necessary to accept the chal 
lenge of broader responsibilities, and educate him in the use 
of these tools. Even after subtracting about 5% of Institute 
members in such status as educator or divisional controller 
which may preclude policy-making responsibility, a substan 
tial minority of about 357 remains. Here presumably the 
controilership function could be more useful to the company 
and its management, if the right man is on the job with the 


right tools WALTER MITCHELL, JR 
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IT DOES THESE JOBS 
—AND MORE! 


Bulléin opted... . bhullin Che Accounts Receivable 


Accounts Payable 
Material Records 


e ah coil Wage Accrual Records 
e Payroll Records * Cost Records 
Factory Ledger 


General Ledger 





CHANGE JOBS INSTANTLY 


Change jobs with a turn of the 
job selector knob. Any four ac- 
counting operations controlled by 
one sensing panel. Any number of 
panels can be used, so there's no 
limit to the number of accounting 
jobs a Sensimatic will do. 


Speed and ease are inseparable in a Sensimatic because high 
productivity is built right into the machine. The sensing panel or 
“mechanical brain” directs the machine swiftly and automatically 
through every figuring operation and carriage movement. 


Because of this, there’s less for the operator to learn and to do. 
Every operafor function has been simplified to require minimum 
effort. Even the insertion and alignment of forms has been 

made so easy that important amounts of time are saved in this 
one part of the work alone. It will be to your advantage to 

see a Sensimatic in action. At the very least, you'll have 

a new basis for judging accounting machine performance. 


A Burroughs representative will be glad to arrange 
a demonstration at your convenience. You'll find 
Burroughs listed in the yellow pages of your 
telephone book, or write Burroughs Adding 
~~ sf 4 Machine Co., Detroit 32, Michigan. 


Sensimatic 300 with 11 totals ; : 
WHEREVER THERE'S BUSINESS THERE'S Burroughs 


Sensimatic 200 with S$ totals 


Sensimatic 100 with 2 totals 
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Control of Decentralized Accounting 


in a Multi-Plant Organization 


C. M. BLUMENSCHEIN 


B' FORE LAUNCHING into the subject of 
Control of Decentralized Accounting 
in a Multi-Plant Organization,” it seems 
proper that we first describe the function 
of decentralized accounting in a multi 
plant company such as ours. 

Essentially, decentralized accounting in 
our company represents the pe rformance 
of all of the accounting functions neces 
sary to produce an carnings statement for 
each property and all the supplementary 
statements and data which a plant general 
manager requires to operate his plant ef 
fectively, as well as all statements which 
the executive office requires in order to ts 
sue periodic financial and related stat 
ments. 

These functions at each property in 
clude: 

The preparation and payment of the 
hourly pay rolls; 

Processing and preparing supplier's in 
voices for payment ; 

Preparing and issuing invoices to cus 
tomers ; 

Keeping property records and inventory 
controls ; 

Making all accounting 
from these basic records; 

Preparing all plant production, job and 
cost reports, and such other reports which 
are incident to the entire accounting func 
tion: 

Preparing the 
ledger entrics for the plant accounts; and 
finally, 

Issuing the monthly earnings statement, 
supplementary statements, and reports to 


distributions 


closing journal and 


the executive offices. 


ORGANIZATIONAL STRUCTURE 

As to the organization of each plant 
all plant accounting comes under the su 
pervision of what we term the ‘Plant Of 
fice Manager.”’ The Office Manager re 
ports to the General Manager of a plant, 
the General Manager, in turn, to the Divi 


FIVE POINTS OF ACCOUNTING CONTROL 


These five vehicles are means by which Container Cor 


poration of America controls accounting in its decentralized 


organization 


t. Uniformity of reports and methods 


Written procedures 
Study of statistical reports 


Operation of the internal auditing department 
Recognition of the importance of the individual to his 


job and his value to the company 


President. Under this organi 
zational structure, the Office Manager be 
comes one of the lo« al plant Manageme nt 


sional Vice 


team, along with the production and sales 
manager, reporting to the General Man 
ager. As such, then, the Office Manager ts 
in every sense the Controller for his par 

ticular plant, being responsible for all a 

counting, budget, clerical, and personnel 
functions and for the application of effec 

tive systems and methods necessary for the 
execution of these functions 


Under this form of organization, it ts 
apparent then that the Office Manager 
who 1s responsible for all accounting and 
allied functions, does not report to the 
Controller directly, which may seem a bit 
anomalous. However, from the standpoint 
of management development and prog 
ress, there are obvious and very strong and 
overpowering advantages to such a 
Nevertheless, the obvious prob 
lem of control evidences itself 


scheme 


Container Corporation consists of 40 


CARL M. BLUMENSCHEIN, controller, Container Corpora- 
tion of America, Chicago, joined the company in 1928; 
was placed in charge of Eastern Accounting in 1940; ap- 


pointed assistant controller in 1941; 


elected controller 


in 1945; and made a member of the Management Commit- 
tee in 1948. Mr. Blumenschein is a member of Controllers 
Institute of America and is currently vice president of 
the Chicago Control and chairman of the National Employ- 
ment and Placement Committee of the Institute. He is a 


member of the 
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plants distributed throughout the United 
States 

One might ask, “What are the reason 
wd what is the basic philo ophy behind 
the theory of decentralizing the 
ng functions im your company 7 


weonnl 


The reasons for this theory flow pri 
marily out of the philosephy of decentral 
ized management in the company. It 1s the 


management philosophy of the company 
that cach general manager be equipped to 
handle all phases of management. He ts 
responsible for the local and the area sales 


and production problems and is respon 
sible for the profits of his plant and the 
maintenance of the plant and 
equipment. The General Manager ts 6 
sponsible for the training and develo; 
ment of men and personnel tn his prop 
of the 


prope I 


erty for the future management 
company 

Under this form of 
General Manager of a plant has consider 


ible freedom of action in all matters pet 


organization, the 


taining to the management of his plant 
and is guided only by broad corporate 
policies issued by the executive offices 
The General Manager, operating under 
this broad framework of corporate poli 
have considerable 
judgment and acumen. 

Under this form of management, I sin 
cercly believe that decentralized account 
ing is the only answer and must be applicd 


cics, must business 


in order to round out the complete fun 
tion of the gencral manages 

Basically, then, accounting ts decentral 
ized in our company to serve the purposes 
of the General Manager and to accommo 
date within broad limits the philosophy of 
decentralized management. Under thes: 











circumstances, the problem becomes onc 
of accomplishing a uniform and coordi- 
nated whole so that all propertics merge 
into and become one organization in fact, 
to preserve the singleness of character, 
ideals, and purposes of the corporation 
The principle function of the executive of 
fices 1s to serve this desirable purpose by 
establishing principles and policics cover 
ing all jshases of management 


METHODS OF CONTROL 

We will discuss the methods of control 
of the accounting phase of management 
from the executive office standpoint 


Uniform Forms 

Recognizing the broad dispersion of 
our propertics and the production of seven 
principal paperboard products with hun 
dreds of commodity subdivisions, the first 
means of control 1s the establishment of 
uniform reports and forms on which th 
monthly accounting data is prepared. Each 
property reports its results in an identical 
fashion to the executive offices using tden 
tical forms, a simple uniform chart of ac 
counts, and uniform principles of account 
ing. The accounting forms are designed to 
accommodate all products 

It is immediately obvious that the con 
solidation of such reports becomes a com 
paratively casy task. However, unleéss the 
theories of sound system and methods en 
gincering are ap lied, this step alonc 
serves only part of the purpose. As an cx 
ample, for quite some number of years, 
cach plant's closing entries were posted 
separately in the general ledgers and cor 
porate books, necessitating considerable 
effort and endless difficulty in closing the 


























“Mind closing the drawer? 
This is a private conversation!” 
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books monthly and consequent delay in ts 
suing final financial statements to manage 
ment. There was obviously something very 
inefhicient in this procedure. 

Therefore, in an analysis of the steps 
we found that by redesigning the forms 
and arranging all the figures 
needed to prepare the financial reports on 
1 set of three peg-board strips prepared by 
cach plant, the entries of all 40 plants arc 
first consolidated into one and then posted 
into the general ledgers of the corpora 
tion. Two days were cut off the time it 
takes to prepare the consolidated reports. 
The final monthly consolidation is pre 
pared in less than 12 calendar days of the 
following month with no overtime ef 
fort. With a bit of extra effort, in order to 
mect certain corporate requirements, we 


essential 


have issucd complete statements by the 
eighth of the month. 

In like manner, all supplementary ac 
counting data are prepared using identical 
forms and following sound systems and 
methods. 


Procedure Manuals 

The second method of control is em 
bodied in what we term the Procedure 
Manual. All policies, procedures, and 
methods employed in the accounting and 
clerical phases of the corporation are in 
written form and incorporated in_ this 
manual. One of these manuals ts in the 
hands of cach plant office manager. We 
have contended, and I believe successfully 
so, that a procedure cannot be depended 
upon to function unless it can be reduced 
to writing in concise, clear, and under 
standable language. Beyond serving its 
primary purpose as a control in the uni 
form application of policies, the manual 
serves excellently as a reference manual 
for the training of new personnel. Its 
greatest value, however, lies in the fact 
that procedures are outlined in writing 
and lend themselves to uniform applica 
tion and improvement. 


Comparative Reports 

The third method of control evidences 
itself in the study of various comparative 
reports and statistics which are prepared 
by the Statistical Department of the Con 
troller's division from the reports of the 
plants. 

We are great believers in the value of 
comparing the various cost and sales ele 
ments of identical products and plants 
with one another. 

I cannot help being reminded of a com 
parison which was made to me recently by 
an investment analyst. He said, “Statistics 
might well be compared to Bikini bathing 
suits—-what they reveal is suggestive; 
what they conceal is vital.'’ However inap- 
propriate this comparison might be, it does 
have a point. These comparative reports 
and statistics, while they may conceal vital 
accounting facts, nevertheless suggest that 





a plant might not have handled account- 
ing charges in accord with corporate ac- 
counting policy. , 
Now one can well question whether the 
imposition of identical systems and meth 
ods might not lead to stagnation and 
whether such an approach might not kill 
all incentive for initiative and new ideas. I 
believe that such a situation might well 
prevail. However, the answer to these 
questions leads me to the fourth and most 
important method of control: the opera 
tion of the Internal Auditing procedure 


Internal Auditing 

It is through the functioning of this ac 
tivity that I believe the most effective work 
is done in the control of accounting ac 
tivities by the application of certain defi 
nite principles in the sound execution of 
control. 

Our internal auditing does not operate 
on the theory of its being a snooping or 
policing expedition into the operation of 
a plant; neither does it operate on the 
theory that everything is wrong unless 
proven otherwise; nor ts it necessarily a 
procedure to determine the mathematical 
accuracy with which a local plant is han 
dling all phases of the accounting func 
tion. 

It is rather an activity designed to audit 
the procedures of the office; it is one de 
signed to be helpful to the local Office 
Manager through discussion of etfective 
and successful procedures in other proper 
ties and by stimulating the Othice Manager 
to develop his own short cuts and etficien 
cies. Further, it is one designed to assist 
the Office Manager in his relationship 
with the other members of the local man 
agement team. 

We feel rather strongly that mathemati 
cal accuracy almost invariably results if a 
procedure is properly instituted and fol- 
lowed. For example, if proper internal 
checks and balances are preserved in the 
handling of property and funds of the 
company, misappropriation of funds tends 
to be eliminated. 

The staff of internal auditors ordinarily 
consists of three young men headed by a 
senior man from the Controller's staff of 
assistants. This staff of auditors is made up 

-of the brightest young men we can either 
hire or promote within the organization. 
We feel that these men, who are not ham- 
pered with fixed ideas and processes of 
thought, will exercise the greatest objec 
tivity in the analysis and the review of pro 
cedures. 

To assist in the control of accounting, 
the primary purpose of internal auditing ts 
to improve systems and methods and be- 
come the exponent of better methods 
throughout the organization 

The men of the auditing staff, along 
with all members of the Controller's de- 
partment, are constantly instilled with the 
thought that “There must be a_ better 
method.” 


THE NEED FOR UNDERSTANDING 


Leadership, like everything else in life that is vital, finds its 
source in understanding. To be worthy of management re- 


sponsibility today a man must have insight into the human 


heart, for unless he has an awareness of human problems, 


a sensitivity toward the hopes and aspirations of those whom 


he supervises, and a capacity for analysis of the emotional 


forces that motivate their conduct, the projects entrusted to 


him will not get ahead no matter how often wages are 


raised. 


From "A Creed for Free Enterprise” by CLARENCE B 


RANDALL, President 


Better methods tend to be a religion in 
the Controller's de partment and the com 
mon question on every procedure is: Cay 
we do without it or can we improve th 
procedure? Through the efforts of the 
Controller's department and through the 
efforts of the audit staff, every Office Man 
ager becomes procedure conscious. 


It might appear that three men are to 


tally inadequate to cover 40 plants under 


this type of control. However, it 1s inter 
esting to note that these three men can 
make the 10 plants cach 
year and by the application of these theo 


rounds of the 


rics can adequately audit all plants, keep 
the accounting controlled, and instill in 
the Othce Manager the will to search con 
tinuously for improvement of office pro 
cedures under his control 

After the auditor has reviewed all of the 
procedures in a property, he discusses with 
the Office Manager and General Manager 
improvements which he feels should be 
made. 

When he returns to the 
tices he writes a detailed re port of his find 
ings to the Office Manager with copies of 
the report-letter going to the Divisional 
Vice President, General Manager, and the 
Controller. The Office Manager then 
studies the report and replies indicating 
the changes and procedures he has ef 
fected and also indicating the items with 
which he ts in disagreement. It is at this 
point that the Controller and his staff as 
sistants study the situation and decide 


executive of 


whether further discussion should be had 
on the subject and whether the problem 
should be handled as a policy matter at a 
higher level. 

The auditor, under such a circumstance, 
does not have the authority to change any 
procedures. However, he must have the 
necessary qualities of leadership and the 
ability to convince the local management 
of the desirability of change, improve 
ment, and correction, if any is needed 

We believe, then, that the greatest con 


trol of decentralized accounting in 
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Inland Steel ¢ 


»., Chicago, lmois 


multi plant organization evidences itself 
in the proper application of the sound 
theories of and methods and, 
above all, in the ability of progressive and 


systems 


objective auditors to sell their ideas 
Naturally, to sell ideas, a man must be 
one who can get along well with others. In 
keeping with what Stanley C. Allyn said 
Today the most useful person in the 
world 1 the » knows 


} 
) lo kel diong 


WOMAN U h 
with other people Hu 
man vrelatio if important se 
m the of living.” 
We are extremely carcful in the selection 
and training of these men, keeping in 
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mind the importance of their ability to get 
along with other peopl 


Human Values 

There its still one other method of con 
but neverthe 
We try 
in our company in all our control activi 
tics to keep human values in mind. I mean 
by this that we attempt to make every func 
tion something alive in the mind of the 


trol which 1s less positive, 
less still one of great importance 


person doing the job; something which 
makes him feel that he ts important to the 
business. 

We try to make certain that he under 
stands the source of the material he ts 
working with, the purpose of his function, 
and the use to which his finished product 
is put. If this theory 1s followed, any job 
becomes one of real interest to the person 
doing it and I think obviously the impor 
tance of accuracy in the job and the im 
portance of corporate policy becomes ap 
parent in the mind of the individual 

It seems to me therein lies another form 
of control which ts frequently ove rlooked 
I think we must be particularly alert to this 
fact whenever we mechanize any of the of 
fice or accounting functions 

The methods of control outlined are not 
without some weakness and faults but, on 
the whole, this form of control has proven 
satisfactory and effective in our company 
for quite some number of years 
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Uniformity of State Income Taxes 


FRED L. COX 


wie NAPOLEON'S picked military 
geniuses reported back to him, after 
a detailed survey, that it was impossible 
for an army to cross the Alps, he snapped 
“Impossible is a word to be found only in 
the dictionary of fools.” In four days his 
army was marching on the plains of Italy 
Goldsmith once wrote: “Success is not in 
never falling, but in rising every time you 
fall."’ Which is to say that success is not 
determined by the failures along the way 
but by the end result; not by the number 
of battles lost but th of the last 
one 

It is not to be expected that a more sim 
plified and uniform nik thod of filing cor 
porate state income tax returns by cor 


outcome 


Orations doing a multi-state business, can 
% attained in four days, nor that there 
will not be many failures in the effort but, 
the need for such is so great, it is not an 
impossible task. Mighty rocks are not 
cracked by the first stroke of the hammer 
nor great problems solved by less persist 
ent effort 

Except for the strong conviction that a 
worth-while service can be rendered to the 
states and the taxpayers, I would grow 
weary in my advocacy of a uniform for 
mula for apportioning to the states the in 
come of a multi-state business. The sav 
ings to be effected by such a method are 
tremendous. Both the states and the tax 
payers participate in the savings; their in 
terest is complementary. The states save in 
the cost of administration and capture for 


8 
i 


taxation the savings of the taxpayer, 
otherwise deducted as a cost of compli 
ance. The taxpayers’ savings are effected 
by the elimination of expensive records, 
printing, space, and a reduction of mul 
tiple man-hours of competent personnel, 
both expensive and scarce. 

Uniformity of apportionment can only 
be accomplished by the states. If it could 
be done by the corporations, the need 
would be short-lived. To convince the leg 
islatures of the several states of the need 
of uniformity 1s difficult but not impos 
sible. However optimistic this may be, it is 
my belief that the task can be accom 
plished if approached with intelligence 
and the same degree of zeal employed by 
critics of the present lack of uniformity. 

There is no disputing the fact that mil- 
lions of dollars are spent annually for com- 
pliance, an item deductible from taxable 
income, which could well be used for the 
expansion of facilities and the production 
of additional income. To decrease the cost 
of compliance is to proportionately in- 
crease net income and the tax yield 

A uniform formula for the apportion- 
ment of income to the several states by 
corporations engaged in multi-state activi- 
ties would pave the way for more simpli- 
fied forms in filing. A copy of the Federal 
return with adjustments to net income to 
conform to laws peculiar to each state is all 
that would be necessary. States would be 
encouraged to enact laws in conformity 
with Federal statutes in arriving at net in- 


FRED L. COX is director of Income Tax Special Assess- 
ments, State of Georgia, a division of the Department of 
Revenue devoted to the assessment and collection of cor- 
poration income taxes. Mr. Cox presents his views based on 
his experience over a period of 12 years with the Depart- 
ment of Revenue. Prior to that he was engaged in private 
business, except for four years of school teaching follow- 
ing completion of his education in the public schools of 
Alabama and Snead College, where he graduated in 1911. 
He is author of several articles on taxes and tax problems. 
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come. The apportionment schedule for 
each state could be made from the same 
records. Under present statutes a corpora- 
tion doing business in all the states is com- 
pelled to keep records to meet require 
ments of 30-odd varying formulas. The 
cost is stupendous. 


CONFLICTING STATUTES 

Not only is the cost of compliance un 
reasonable but the corporation is caught 
in the squeeze of overlapping and conflict 
ing statutes. An example of this is a mer 
chandising corporation domiciled in New 
York where orders are approved and ship- 
ments appropriated to the orders in New 
York or at a point outside New York not 
owned and operated by the taxpayer. The 
sales are allocated to New York 100% un- 
der the regulations of that state. 

The same corporation maintains a sales 
office, orders not approved there, in Min- 
nesota where all sales made “in, through, 
from or by’’ an office agency or branch in 
Minnesota are allocable for purposes of 
the Minnesota tax. The Minnesota office 
has jurisdiction over the sales in five 
states, including Iowa. Thus it is seen that 
all the sales made through the Minnesota 
office are allocated 200% for tax purposes 

100° to New York and 100% to Min 
nesota. But, the inequity doesn't stop here 

Sales are all allocable to Iowa for pur- 
poses of its income tax upon the basis of 
destination. So, for purposes of a tax 
measured by income, the sales to custom- 
ers in Iowa are allocated 300%, plus a 
sizeable volume of sales also allocated to 
Virginia, because manufactured and 
shipped from there, the place of business 
not being owned and operated by the tax- 
payer. The same situation exists with ref- 
erence to other sales districts of this cor- 
poration. Such a situation is morally 
wrong. 

No higher standard of morality can be 
attained by a state than to do that which is 
right. Revenue demands upon the states 
have been heavy. New sources of revenue 
scarcer and scarcer. In an effort to garner 
the maximum revenue possible without 
running afoul of Constitutional prohibi- 
tions, statutes have been enacted for rev- 
enue purposes alone and with little regard, 
if any, for the taxpayers’ position. This is 














not right. Doubtless no state has intended 
to do that which is morally wrong, but col- 
lectively the overlapping and conflicting 
laws of the severai states spell out just 
such a result. 

Generally, corporations do not object to 
the imposition of a reasonable tax upon 
the economic benefit, reduced to net in 
come, received from a state by reason of 
what was done there, and no state has a 
right to more. Under present state statutes 
and regulations, most of which have been 
held by the courts to be valid, the unfair 
ness is brought about chiefly by lack of 
uniformity of apportionment. 

To meet the requirements of law, ac 
ording to International Harvester Co. \ 
Evatt, 329 U. S. 416, it is only necessary 
that a formula reflect income of a ‘rough 
approximation rather than precision” to 
be sufficient. But, where the differential 
between precision and rough approxima 
tion is weighted in each instant in favor of 
the several states, the taxpayer can be, and 
frequently is, caught in a dilemma—the 
choice of equally unsatisfactory alterna 
tives: Put up or get out. 


TWO-WAY INTEREST 

Where the economy of a state is bas 
ically sound, the interests of the state and 
taxpayer are complementary. One cannot 
suffer injury without injury to the other 
Progress by one is proportionately re 
flected to the benefit of the other. Interest 
of the two is not a onc way proposition 
Similarly, the interests of the states are 
complementary. Injury to one cannot but 
in some degree affect others. Prosperity in 
one is reflected in the business channels 
and economic values of others. No state 
prospers unto itself alone. 

Buying power, market consumption and 
protected investments are symbols of a 
healthful, sound economy, and it is to the 
mutual benefit of the states and the tax 
payers to sce that such a standard of econ 
omy is maintained. 

To this end simplified forms for filing 
should be adopted by the states and a for 
mula employed for the apportionment of 
income which will uniformly and equi 
tably reflect to cach state the economi 
benefit, reduced to net income, furnished 
by the state. In a true economic sense, a 
corporation cannot be said to be doing 
business 100% in the state of its domicile, 
where its receipts from sales are from 
without the state, even though its prop 
erty, manufacturing and pay roll are en 
tirely, or almost entirely, within the state 
A certain amount of economi activity 1s 
engaged in and economic benefit derived 
from the states where orders are obtained 
and goods consumed. Allocation of re 
ccipts should be so made as to give the 
value of their effect to the state 
which received. 

It has been suggested, and with a great 
deal of merit as to equity and simplifica 
tion in filing, that states adopt a uniform 


from 








Take: 
All the 





money spent to sec Colk x Football Games 


All the payme nts made on account of R uilroad Divide nds 


All the income from Broiler Sales in Artz., La., 


All the 
All the 


Life Insurance in force in Idaho 


Okla 


’ and Te Xas 


wages paid workers in the Anthracite Mining Industry 


All the sales made by Department Stores in Los Angeles County, Calif 


All the 


sales of electric current in Oahu, Hawai 


All the income realized from Mississippi's Cotton Croj 
All of the estimated value of California's Avocado (¢ roy 


All the dividend payments of Forestry Firms 


All the money spent for Classified Advertising (Personal ) 

All the sales of concerns in Pipe Line Transportation 

All the wages paid in the Motion Picture Industry 

All the money spent for construction of Religious Buildings 

All the money spent for drilling Oil and Natural Gas Wells in Okla 


All the 


income realized (after taxes) of Real Estate Firms 


All the money spent by students as Fees for Medical Cars 

All the money spent for Railroad Commutation 

All the money spent in furnishing Meals to Servants and Domestic Nurses 
All Commercial Building Construction values (warehouse, office. etc.) 


Add Them Together— 


And You Will Have the Amount of Interest Paid in 1951 on 
the Federal Debt!—$5,615,246,850. 


(All data for 1951) 


apportionment formula of one factor r 

ceipts from customers. By the adoption of 
this principle, the state of domicile would 
valuc 


lose the of sales delivered to cus 


tomers outside the state, but by application 


of the same rule would gain ma sales 
I do not believe th 
rule would work any serious disadvantag: 
It would reflec 


a state the net income proportioned on the 


from outside the state 
t to 


to the state of domicile 


economic value furnished by it and leaves 
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property and pay roll the subjects of local 
taxes by the communities and states in 
which located 

A formula should accomplish two ob 
jectives. First, it should equitably appor 
to the states. Second, tt 
should be as simple as possible in compli- 
I believe the first 
objective could yield advantageously and 


tron net mcome 
ance and administration 


economically to the accomplishment of the 
second 
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“Needless to say, | don’t think much of the idea you 
fellows sold me on at our last directors’ meeting!” 


A simple and uniform apportionment 
formula for income tax purposes 
would climinate the pyramiding of cor 
poration taxes by overlapping and con 
flicting statutes, now the rule, and by the 
irregular and improper valuing of com 
ponent parts of factors constituting the 
formula. If equity is obtained by its use 
the fewer the factors and the fewer the 
component parts of factors, the lower the 
cost of compliance and administration 
The states and the taxpayers should coop 
erate to effect these savings 


state 


THE “MASSACHUSETTS FORMULA” 


What formula will most nearly attain 
the desired result? The one most com 
monly in use today ts the so-called Massa 
chusetts formula consisting of three fac 
tors: tangible property, pay roll, and sales 
The component parts of these factors have 
been so variously valued by different states 
as to distort results and’ render 
alike in tax yield. States have had a tend 
ency to value factors and component parts 
maximum 


no two 


of factors so as to yield the 
amount ot revenue under conditions pe 
to admin 


culiar to themselves. For a state 


with revenue alone in view 


ister a statute 
is shortsighted, often expensive, and sel 
dom equitable 

The fact that the component parts of a 
formula can be arbitrarily valued and 
manipulated so as to reflect various tax 
yields testifies to the unreliability and tn 
adequacy of such a formula for the appor 


tionment of income. Too, the valuing and 


manipulating can be done just as casily, 
perhaps more so, by the taxpayer as by the 


tax administrator. Let's analyze the so 
called Massachusetts formula as applied 


by different states 
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First, let's look at ‘tangible property’ 
as a factor. Attempts have been made to 
justify the use of this factor upon two 
theories, capital investment and use, with 
little regard for the influence, or lack of 
influence, the capital investment or the usc 
of the property had in producing the in 
come to be apportioned. What does a large 
investment in office furniture and equip 
ment have to do in the production of in 
come? Cannot its cost be so manipulated 
and placed as to affect tax yield? The 
ownership, or lack of ownership, of auto 
mobiles, trucks, and other equipment can 
be so manipulated as to affect tax yield far 
beyond any influence the property exer 
cised in the production of the income to be 
apportioned, Furthermore the component 
clements of the tangible property factor, 
as such, are subject to too much fluctuation 
in values assigned to them, often occa 
sioned by price levels at the time of acqui 
sition, depreciation and depletion, lease 
contracts, ctc., for its use as a Measurement 
of business done in a state 

To be logical, if the “capital invest 
ment” theory ts employed, only the tax 
payer's equity in the property should be 
valued. If the “use theory’ is employed, 
depreciation and depletion should be ig 
nored and rented property, including that 
for which reimbursement 1s made for its 
use, assigned the same value as if owned 
Actually the states do not, in practice, ad 
here to either theory to the exclusion of 
the other but employ a hybrid theory so as 
to extract the maximum revenue by appli 
cation of various weights and measures to 
component parts of the factor. 


SALE AND LEASE-BACK 


In order to effect tax results, taxpayers 
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have been known to sell their properties 
and lease them back upon terms and agree- 
ments entered into before the sale. While 
this may be strictly legal, can it be said 
that the properties involved are a fair 
measurement of income to be taxed when 
their absence from the apportionment for- 
mula reflects an entirely different tax 
yield ? The taxpayer's occupancy, produc- 
tion, and net profits continued as if there 
had been no sale of the properties but a tax 
saving was effected. The very fact that ar 
bitrary manipulation of this kind can be 
legally made is an evidence of the weak- 
ness of the factor to accomplish the pur- 
pose for which it was designed. Some 
states have attempted to overcome this 
weakness by a capitalization of the rentals 
from such properties. This is another evi- 
dence of property, as such, not being an 
equitable and dependable measurement of 
income from business done. It is too con 
troversial along with other weaknesses. 

One of the most serious inequities to be 
encountered by use of the property factor 
is the differential in price levels of prop- 
erty acquired at different dates and under 
different economic conditions. Manufac- 
turing plants and warehouses acquired in 
1910 may be as income producing as simi- 
lar properties acquired in 1950. The 1910 
price level was less than 1/6th that of 
1950. The same principle applies to prop 
erties acquired between these dates but 
with, perhaps, diminishing results. To pit 
a 1950 price level in one state against a 
1910 price level in another, or to use a 
1950 cost basis in the numerator of a frac- 
tion and a 1910 cost basis in the denomi 
nator is absurd and inequitable. The ab- 
surdity is further exaggerated by the de 
preciation allowed or allowable on the 
older, low cost property and the inequity 
correspondingly increased. 

Sometimes a great deal of property is 
owned by a corporation which, while de- 
sirable for a number of reasons, ts not es 
sential to the production of the income to 
be apportioned. To use such property to 
apportion income it had little or nothing 
to do in producing ts to encourage and ag 
gravate incquitics. 

If a thing is wrong it is not so because 
there is no right. It is not enough to con 
demn any principle without suggesting a 
better one. When Georgia abandoned the 
tangible property factor as a one-third 
measurement of income to be apportioned, 
it adoped instead the one component part 
of property which has a direct bearing in 
producing the income to be apportioned 
by corporations engaged in the manufac 
ture, production or sale of tangible per 
sonal property. That component clement 
is the thing you sell, finished inventories. 
By the climination of all the other com- 
ponent elements of tangible property, the 
factor is made simple for compliance and 
administration. The elimination of contro 
versy in compliance and administration re- 
duces the cost of both. 
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FINISHED INVENTORIES 

Finished inventories arc always up to 
date in value both within and without the 
state, diminishing error. Finished inven 
tories are current, designed more to equity 
Current should be measured by 
current factors. Averaged monthly inven 


mnconi 


tories should be required to prevent thi 
shifting of inventorics for tax purposes 
alone and to meet a need in the case of cor 

porations which, by the very nature of the 
business, Maintain seasonable inventories 
Too, averaged monthly inventories tend to 
accentuate accuracy and minimize the pos 

sibility of inequity. 

While the Georgia statute provide s for 
the use of the finished inventories factor in 
apportioning income of corporations en 
gaged in the manufacture, production, or 
sale of tangible personal property, it has 
been found from experience to be a more 
accurate measurement for a merchandising 
business than a manufacturing business 
For instance, corporations engaged in the 
manufacture of steel products have been 
compelled, in recent years, by the scarcity 
of steel and demands for its products, if 
for no other reasons, to ship finished in 
ventories immediately upon manufacture 
to states of market consumption. Several 
good reasons enter into this method of op- 
eration, which requires almost all, if not 
all, its finished inventories outside the 
state of manufacture. The inequity ts im 
To correct such in 
equities, a ormula should provide a 
remedy which might be initiated by the 
State Revenue Commissioner or the tax 
payer. 

Where a corporation is engaged in the 
manufacture or production of tangible 
personal property, in order to reflect 
proper weight to the point of such manu- 
facture or production, a fourth factor 
should be adted to the formula. The on 
component element which is most repre 
sentative of what is done in the manufac 
ture or production is the labor or mill 
wages paid for it. This weight should be 
labor was pet 


mediately — 


assigned to where thi 
formed. The movement of finished inven- 
tories immediately after manufacture to 
local markets has a tendency to minimize 
the weight prope rly attributable to profits 


from manufacture. By use of tangible 
property as a factor, the weight is cxagger- 
ated ir. cases of strikes, layoffs, and other 
periods of inactivity. Tangible property re- 
mains at the point of manufacture during 
idleness, and the longer the idleness the 
more exaggerated the inequity. This 1s 
particularly so when some of the manufac 

turing property is located in other states 
where there is no, or a disproportionate, 
Inactivity, 

There is little controversy over the pay 
roll factor and that usually about the allo 
cation of pay roll to recipients whose ac 
tivities cross state lines. Unless there ts a 
clear distortion of income, the pay roll 
should be allocated to the state of the re 
cipient. This is an instance in which the 
negligible differential in accuracy can eco- 
nomically yield to the much greater differ 
ential in the cost of compliance and ad- 
ministration. To spend a dollar to save a 
dime is not logical nor good business. 


THE “SALES” PROBLEM 

We have now reached the factor where 
the states really shine with conflicting laws 
and regulations. The various definitions of 
the word ‘sales’ and the differential in 
values assigned to its component parts are 
eloquent testimonies against the use of the 
factor as presently employed by the states 
Here are only some of the indeterminable 
conflicts which are simply a nightmare to 
the taxpayer and would be to the states if 
each had to comply with all of them. 
There are nine jurisdictions in which the 
place where the sale is negotiated is the 
controlling element as to where the sale is 
allocable, and in 11 others it is a compo 
nent part. In these 20 jurisdictions there 
are 18 different definitions of a sale and 
as many different values assigned for its 
weight in the formula. There are five 
states in which the location of the property 
at the time of the sale may be a component 
clement of a sale, no two of which are as 
signed the same value. In two states, the 
“acceptance of order’ is the controlling 
clement of a sale and in eight others it is 
a component part with varying values as 
signed for its weight in the factor. In six 
states, “negotiating personnel is an im 
portant element of a sale; in eight, “de 
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livery place’’; and in five, ‘origin of ship- 
ment.’ In eight states there are as many 
other component clements of a sale, no 
two of which are alike or of the 
value. If this description of the various 
state formulas seems unintelligible just try 


same 


apportioning income by them 

As previously stated, it is not enough to 
criticize a factor without offering some 
thing better to take its place. It is plain by 
reference to the various state statutes that 
the inconsistent valuing of multiple com 
ponent parts of the sales factor renders it 
unsatisfactory for a proper measurement 
of apportionable income. Let’s bear in 
mind we want a factor with a low cost ad 
ministration and easy compliance that will 
at the same time reflect to a state the in 
come reasonably attributable to it. It seems 
that no factor could more nearly meet all 
these requirements than rec eipts, the 
money, without which there could be no 
profit. The state which furnishes the mar 
ket, the economic value, and the prote« 
tion of its laws to what is done in the state 
is entitled to the tax upon that part of the 
profit which it contributes. The values, re 
duced to net income, which a state fur 
nishes should not be denied their proper 
weight for tax purposes. No factor meas 
ures these sales better than receipts. 


FACTOR SELECTION 

The primary principle to be considered 
in the selection of a factor is not whether 
the tax resulting from its application can 
be collected but whether it should be. No 
factor should be employed that deters the 
economic stability of a state or adversely 
affect its fiscal policy. Every phase of a tax 
program should be so designed as to en 
courage the expansion of business within 
the state, attract new business into the 
state, and to obtain all increased needs for 
revenue from increased income rather 
than increased rates and new taxes. This 
standard cannot be attained by indis- 
criminate and disproportionate factors to 
apportion mcome for revenue purposes 
only, and a disorganized, unintelligible, or 
utter lack of a uniform program of ad- 
ministration. 

The receipts from customers or destina 
tion factor is simple of administration and 
easy of compliance. It diminishes the pos- 
sibility of error and places values where 
they should be, the place of market con- 
sumption and where the buyer and seller, 
as a rule, are first brought together. 

The inventories, pay roll, and receipts 
factors are better adapted to corporations 
engaged in the manufacture, production, 
or sale of tangible personal property, but 
uniform formulas could and should be 
employed for apportioning income of cor 
porations engaged in such businesses as 
finance, public utilities, transportation, 
communication, pipe lines, construction, 
and personal services. The task is not im- 
possible, even if at present improbable. 





Controlling and Reducing 


Federal Spending 


R. R. Hughes discusses possibilities at Tax Institute Symposium 


ry USSING THE POSSIBILITIES for con- 
trol and reduction of federal govern- 
ment expenditures, before a recent sym- 
posium of Tax Institute at Princeton, New 
Jersey, Rowland R. Hughes, vice presi- 
dent of the National City Bank of New 
York and chairman of the Committee on 
Federal Taxation of Controllers Institute 
of America, declared that ‘the defense 
portion of the budget is three-quarters of 
the total, and the chief item for attention 
if we are to attain control and reduction of 
federal government expenditures. 

‘However, it is not the whole budget,’ 
Mr. Hughes pointed out, ‘and it 1s just 
as essential to make sure that the country 
is not burdened with unnecessary nonmil 
itary expenditures when the demands for 
military expenditures are so large. 

As to the possibilities of reduction in 
defense spending, Mr. Hughes listed three 
main ways: 


“1. The most obvious to everyone is 
elimination of the waste and extravagance 
(bits of which come to light from time to 
time indicating the large total buried in 
the figures) which prevent us from getting 
true values from our dollars. This is the 
first but not the largest saving. 

‘2. Use businesslike methods in pro 
curement and in the use of materials and 
design. The military should make full use 
of our industrial know-how and experi 
ence in what is essentially a production 
job. The details of such possibilities were 
well brought out in the excellent report 
of the Committee on Economic Develop- 
ment of April 1952 which showed bil- 
lions of dollars of savings possible with 
better end-results. 

3. The most important thing is the 
establishing of real unification and of the 
over-all strategic plan called for in the 
original setting up of the Defense Depart- 
ment. Wasteful duplication and competi- 
tion between the services should thus be 
eliminated. The spending of money on the 
wrong things at the wrong times in the 
wrong ways can best be attacked on this 


basis.” 


NONDEFENSE REDUCTIONS 

As to nondefense expenditures, Mr. 
Hughes declared that the Committee on 
Federal Tax Policy made an exhaustive 
study of this phase of expenditures during 
1951. Roswell Magill was chairman of 
this Committee and Mr. Hughes was one 
of the four other members 


This study showed about $18 billion 
of reducible areas in last year's budget. 
We estimated that by reasonable but strict 
application of the test of necessity to non 
military items in view of the military de- 
mands and through the elimination of 
wasteful practices and operation, there 
would be a reduction in total nondefens« 
expenditures of as much as $814 billion 

"The ‘reducible’ items include loan pro 
grams of various types, civil works pro 
grams, federal aid and subsidies under 
various supporting programs, that do not 
at present seem necessary enough to justify 
inclusion in the light of the military costs 
which should have preference. The reduc 
tion in programs in these figures does not 
include those for wounded veterans or for 
dependents of those who have made the 


arm d Scrvices 


supreme sacrifice in the 
Phere are also savings to be made by elim 
inating and extravagance in the 
functions and operations of the Govern 
ment that would be retained. Undoubtedly 


it 1s possible to have substantial reduc 


waste 


t10ns in governmental expenditures if 
these nonmilitary areas but admittedly it 
is not to be accomplished easily 


OBTAINING RESULTS 


Certain procedure s 
adopted by Congress, which will be hel} 


which can be 


ful in producing results, were outlined as 
follows by Mr Hughes 


1. Statutory Limitation of Annual Ex 
penditures. The traditional method of 
dealing with budget appropriations is too 
slow a process in the present day situation 
The fiscal year starts with a backlog of ap- 
propriations carried forward from previ 
ous years on which the new budget has no 
effect and which amounts to almost as 
much as the annual expenditures. A pro 
cedure was worked out at the last session 
of Congress for a proposed statutory limi 
tation in dollars on actual expenditures for 
the current year in the various general cat 
egories. This method brings immediate 
control, rather than a delayed “some time 
in the future’’ control, of the traditional 
budget method of operation. It is interest 
ing to note that Secretary Lovett, despite 
his later objection to this ceiling limita- 
tion, had testified in April 1952 that he 
had actually set up exactly the same over 
all expenditure control by quarterly peri 
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ods for the Defense Department begin 
ning with January 1952 as the only way otf 
controlling — the expenditures under the 
Defense Department's tremendous bud 
get. 

“2. Adequate 


onal Appropriations Committee 


Staff for the Congres 
Such 


an adequate staff under the new Adminis 
tration would undoubtedly work in co 
operation with the Budget Bureau to pre 
pare and furnish adequate information for 
the use of the Congressional Committee 
on expenditure details, possibilities of re 

cissions, and pete reductions 


No such 
adequate staff exists at present 

"3. A Review and Correction of Exist- 
ing Continuing Expenditure Authoriza 
tions, This is a long-term program. The 
various authorizations, which amount in 
total to a tremendous contingent lability 
estimated as high as our total national debt 
imbedded in the law over 
commitments are 


have becom« 


the years. These con 
stantly hanging over our heads. Such a re 
view cannot be done but is def 


initely necessary to establish a true annual 


at once 


control over government expenditures 

i. Final and Most Important We 
Need a United Effort. Success requires 
teamwork by: (1) the Administration, 
(2) the Congress, and (3) the people 
without regard to party or group It seems 
clear that the Administration and the Con 
gress will start out the new year with a 
program of real reduction in ¢ xpenditures 
Then will come the test for all of us, the 
general public. Are we as groups of local 
citizens Or as employers or as employes to 
demand the continuation of unnecessary 
expenditures and wasteful functions of 
government because we think we are bene 
fitting directly from them? If we realize 
the facts of the case——that we have to pay 
for what is spent and that there is a fun 
damental necessity for a sound fiscal op 
eration to provide continued strength for 
our country as the acknowledged leader of 
the free world——we will not make our de- 
cisions on the basis of te mporary apparent 
advantage but on a much sounder basis 
The Administration and the Congress will 
then have support for real results 

‘These are things that can be done that 
will bring the reduction and control of 
government expenditures from a promise 
to a reality. Then we can expect to tackle 
tax questions properly and successfully.” 
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A complete line of precision microfilmers to meet all requirements at lowest cost 


Only Recordak 
gives you this choice 


No one microfilmer can be called the 
“most economical” for every company. 

Requirements vary much too much. 
Consequently, a microfilmer which ts ideal 
for one company could be an unwise in- 
vestment down the street. 

Recordak, in recognizing this fact, has 
created its line of microfilmers with all re- 
quirements and all budgets in mind. You 
never have to order a microfilmer with fea- 
tures and refinements which can’t be used 
profitably! Vhus, Recordak has made it possi- 
ble for even the smallest companies to gain 
savings which are proportionate to those 
realized by the largest ones. 


It’s easy to judge which one of these 


precision microfilmers will give you the lowest 
operating cost. 

Your local Recordak representative will 
give you the complete side-by-side picture 
of the Recordak line . . . analyze your micro- 
filming requirements . . . figure every detail 
of cost every way. In short, give you the 
benefit of Recordak’s unmatched experience 
in matching the needs of thousands of cus- 
tomers. All without obligation, of course. 

So call in your Recordak representative 
today . . . or write Recordak for details on 
the complete line of precision microfilmers 
now offered on an attractive purchase or rental 
basis. Recordak Corporation (Subsidiary of 

Eastman Kodak Company) , 444 Madi- 
son Avenue, New York 22, N. Y. 
iit Note: Complete line of film readers 
\o available for purchase at extra cost. 
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The Recordak Triplex Microfilmer records down 
one side of the film, then up the other—fronts, 
or fronts and backs, consecutively ; accommodates 
automatic feeder . and auxiliary film units for 
recording on the full film width in varying reduc- 
tions. Prices—including one film unit: Purchase, 


$2900; Rental, $60 per mo., mcluding film reader. 


The Recordak Bantam Microfilmer vives you the 
greatest number of pictures per foot of film; features 
a built-in automatic feeder . and readily inter- 
changeable lens kits for microfilming at 4 reduction 
ratios including 40-1, highest reduction available 
today. Prices—including one lens kit: Purchase, 


$1800; Rental, $43.50 per mo., including film reader. 


The Recordak Duplex Microfilmer records fronts 
and backs of documents, side by side, sunultaneously. 
Accommodates automatic feeder and auxihary film 
units for recording down one side of film, up other, 
and for full-width recording. Prices— including one 
Purchase, $3600; Rental, $70 per mo., 


including film reader. 


filiay carat 


prices quoted 

are subject to 

change without notice. 
The Recordak Junior Microfilmer is the ileal 
machine for light requirements. [t photographs 


The Recordak Commercial Microfilmer, designed 
for medium requirements, records fronts, or fronts 
across the full width of 


documents up to Il x 14 inches imstantaneously 


and backs consecutively . . . 
the film. Prices—including one film unit: Purchase, 
$950 to $1975, depending upon model; Rental, 
$30-$42.50 per mo., including film reader 


... across full width of film. A film reader is an 
integral part of this unit, Purchase Price, $1550; 
Rental Price, $25 per mo. 





CONTROLLERSHIP— 


The Work of the Accounting Executive 


bee AUTHORS of this book, the most re- 
cent on the general subject of control 
lership,! have written it so as to make their 
work useful to students in American col 
lepes and universitics as well as to men 
already pursuing careers in managerial ac 
counting. Both readability of style and 
profusion of illustrations enhance — the 
most welcome clarity which characterizes 
its presentation 

As a matter of general cvaluation of 
this book it may be said that the work is 
the most ambitious job yet produced on 
the subject of controllership. It has a wide 
coverage of administrative elements of 
business enterprise. The means of control 
are largely in terms of standard costs, bud 
gets, and quotas ; supplemented by matters 
of valuation for purposes of analysis and 
disclosure. 

The discussion in this review cannot do 
justice to the voluminous quantity of ma 
terial supplied To a large extent, the 
length of this book results from the many 
illustrations given by way of example 
Minuteness of detail in which certain parts 
of the subject are presented also contrib 
utes to the length of the book. The great 
ness of the quantity of mat rial gives the 


A new book by J. Brooks Heckert and James D. Willson re 
viewed by OSWALD NIELSEN, associate professor of Ac- 
counting, Graduate School of Business, Stanford University 


book excellent reference qualities. It is 
perhaps as a reference that the book will 
have its highest value to those engaged in 
managerial accounting 

If one were to describe the general char- 
acter of the work in a few words one 
would be compelled to designate the treat 
ment as being somewhat mechanical. From 
what the authors write, it is difficult to dis 
tinguish the theory and methodology of 
accounting on the hand from the 
broader aspects of controllership on the 
other. This strong emphasis on the me 
chanics of accounting control also has pre- 
dominance over the personal element as 
it relates to the flow and use of informa 
tion in modern management. Questions of 
reliability of information appear to be 
taken largely for granted under circum 
stances of the existence of a highly de 
veloped methodology. This 1s especially 
true with respect to the disregard of the 
matter of interpreting business data under 
conditions of fluctuating prices and their 
effects on planning 

The mechanical concept of fixed and 
variable costs seems to have been carried 
over from the senior author's earlier work 
on budgeting.* This is done not only by 


one 


CONTROLLERSHIP CONFERENCE PROCEEDINGS PUBLISHED 


Proceedings of the First Annual Con 
ference on Controllership, sponsored by 
the University of Chicago and the Chicago 
Control of Controllers Institute of America 
in April 1952, have been published. In ad 
dition to the paper, “The Controllership 
Function—-A Modern Concept” by J. L 
Peirce, vice president and controller of 
A. B. Dick Company, which was pub 
lished in the September 1952 issue of THI 
CONTROLLER, the published proceedings 
include the following papers: 

“Reports for Management Purposes 
by C. E. Jarchow, executive vice president, 
International Harvester Company ; 

“Budgets and Standards” by Wilfred 
Reetz, controller, Stewart-Warner Co 


THE CONTROLLER 


“Standard Costs’ by E. L. Sandberg, 
controller and assistant general manager, 
South Wind Division, Stewart-Warner 
Corporation ; 

“Inventories” by Raymond H. Gie- 
secke, controller, McGraw Electric Com 
pany, 

“Equipment Policy” by H. E. Nichols, 
partner, Arthur Anderson & Company; 
and 

“The Controller and the Auditor—Pre 
ventive Tax Planning” by Herbert A. 
Walton. 

There is also a report of a discussion on 
the “Organization of the Controller's De- 
partment and the Recruiting and Training 
of Personnel.” 
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the graphic analysis (pp. 150-152), but 
also in the statement to the effect that 
“Costs are classified as fixed, obviously, if 
the review of the expenses by elements 
from month to month indicates that the 
same amount is incurred.” (P. 149) 

The authors depart from much of their 
detailed and mechanical approach when 
they come to the matter of distribution of 
factory burden to products and cost cen 
ters (p. 162). Most of the treatment of 
factory overhead in this section consists 
of an expression of the various ways In 
which rates of overhead application may 
be expressed, such as in terms of rates per 
machine hour or per man hour. There ap 
pears to be a complete oversight of the 
broader phases of operational control, 
such as those related to the distribution of 
overhead on a functional basis. 

It must be remembered that mechanical 
aspects are those which lend themselves 
most readily to written expression. Recog- 
nition of the existence of these qualities, 
therefore, becomes less of an adverse criti 
cism than it does of a statement of just 
where the book fits into what the control- 
ler might hope to be a succession of litera- 
ture in which the written expression of the 
function of controllership is continually 
unfolded in a manner that will both catch 
up with and keep up with developments 
in the field. The book has great value to 
the controller when he thus sees this place 
of the book in a developing field of litera 
ture on controllership. 

General organization consists of five 
major parts dealing respectively with (1) 
the function of controllership, (2)  ac- 
counting control of operations, (3) ac 
counting reports, (4) administration of 
the controller's department, and (5) what 
the authors call “other’’ problems of con 
trollership. 


PART |—The Function of Controllership 

Two introductory chapters comprise 
this first part. In the first chapter the auth- 
ors emphasize modern displacement of 

‘Published by The Ronald Press Company 
New York, N. Y e750 

*See J. Brooks Heckert, Business Budgeting 
and Control, pp. 74-76, 362-365. New York 
The Ronald Press Company, 1946. 





management by judgment and hunches 
with management based upon what is dis 
closed through well organized and effec 
tively marshalled factual information 
The second chapter claims the basic 
nature of the controllership function to be 
in effective centralization of 
ind statistical work, appli able to all busi 
It empha 


acc ounting 


nesses regardless of their size 
sizes how the most fertile field for the op 
eration of controlle rship is a concern, well 
organized in all of its departments. 

The major portion of the second chap 
ter, however, is given over to an 11-point 
description of the characteristics of the 
controller's task. These 11 points suggests 
the staff nature of his position; empha 
size the importance of his understanding 
the viewpoints of other executives in his 
reporting and other dealings with them 
underscore the need for supplying fair, 
persistent, forward-looking counsel; and 
emphasize the importance of understand 
ing the limitations of the controllership 
function. In this connection the authors 
give refreshing recognition to the fact that 
the value of accounting information needs 
to be compared with its cost. 

Another of the major features of this 
second of the introductory chapters is the 
seven-point description of the qualifica 
tions of the controller. Stated briefly, they 
consist largely of a good general under- 
standing of the industry and its economic 
setting; a knowledge of the company 
how it is organized and what its produc 
tion and other operating problems are; 
and a profound insight into accounting 
and statistics, coupled with the ability to 
interpret data into findings and then to 
report in a comprehensible manner what 
has been learned. 

The reader should notice that this in- 
troductory part is much less mechanical 
than is much of the rest of the book. 


PART Il—Accounting Control of 
Operations 


Since the second part of the book, which 
leals with the accounting control of busi 
ness operations, contains 18 chapters 
(Chapters 3-20, inclusive) out of the 37 
which make up the book one may assum« 
this to be the most important single por 
tion of the book in the estimation of the 
iuthors 

In the first chapter of this part control 
of Operations ts described in terms of 
standards. Business management consists 
of “planning, organizing, and control 
ling” (p. 17). Description of control ts in 
terms of the planning function and related 
vigilance over operations as they compar 
with standards. Standards are then evalu 
ated with respect to their usefulness in 
controlling costs, setting selling prices (to 
the extent that such a procedure is possi 
ble), and in planning through budgetary 
means. The major aspect of control as de 
scribed here becomes a matter of varianc 


NEW TOOLS FOR THE CONTROLLER— 


a new booklet recently published by Controllers Institute in 


corporates papers presented at the 21st Annual National 


Meeting in Detroit, October 5-8, 1952. Included are 


I ELECTRONIC 


ACCOUNTING 


Electronic Equipment from the Practical Viewpoint 


By G. A. Roberts 


Vhe ‘Electronic Controller Weds Operating and Accounting 


By Harold F. van Gordet 
Electrons at Work 
Electronix 


By Verne C. Kennedy, Jr 


By Ralph Eidem 


Instrumentation in Modern Industry 


Electrical Measurements for Accounting Purposes 


By W. A. Black 


I] PROCEDURES 


Some Aspects ot | x pense Control j 
A New Tool for Cost Reduction 


Quality Control 
By |e A Seder 


By H.R. Peas 


Copies are available at 50 cents each from Controllers 


Institute, 
city sales tax 1f 


analysis and the instituting of remedial 
action in conformity with the need for it 
as disclosed by deviations from standard. 
Operational cost variance and not the 
product cost variance assumes usefulness 
for cost control. 

Chapter i outlines the probl ms of sales 
management in terms of the need for the 
etter 
It also 


controller's services to provide an 
tive method for control of sales 
describes sales analysis, with especial at 
tention to how it fits in with the setting of 
sales standards in terms of quotas and sales 
budgets. Reporting on sales in terms of 
over-all budgets or quotas, as well as in 
various analytical segments, 1s also cov 
ered. The authors present the role of set 
ting prices in terms of their position with 
respect to standard costs and further re 
late pricing to such problems is general 
price levels and the behavior of prices un 
der conditions of limited competition 
Then come stx chapters which deal with 
terms of 


distribution costs (Chapters 5 and 6) 


production costs (¢ hapt rs 7 and 8), re 


control of costs and expenses in 


search and development costs (Chapter 
 }. and 
pense (¢ hapter 10) 

The approa h to control of distribution 
costs 1s on the assumption that “Any con 
troller who tackles the matter of distri 
bution cost control will find that th 


administrative and financial ex 


| rob 


lems usually are much more complex than 
those 


9) 
This ts claimed 
| 


iuse of the relatively gr 


relating to produ t1on cost 
to | 


ot psychological factors in 


tion than in plant produc 


THE CONTROLLER. 


One East 42nd Street, New York 17, N. 
wder is for New York City delivery 


Y. Add 


Control procedures are approached mainly 
from the standpoint of applying standards 
and budgets to some suitable segregation 
of costs. In this connection the authors 
rightly arbitrary allocations 
Analyses and reports will have their int 
tial expression directly from the records, 
which should be classified according to the 
most immediate need for costs. It will be 
necessary to derive modified classifications 
out of the original one found in the rec 
ords, in order to prepare additional but 


question 


less immediately needed analyses and re 
ports. The objective claimed for all anal 
yses of costs of distribution is the single 
goal of maximizing the effectiveness of 
marketing activities (p. 73) 

contrast to the 


Production costs, in 


single purpose ascribed to sales cost anal 
ysis, assume the multiple objectives of con 
trol of costs, planning, price setting, and 
valuation of inventories. Costs of fabrica 
tion are analyzed in terms of their struc 
tures and the various ways in which they 
may fit into a system of standard cost ac 
Control of finds ex 


pression in terms of traditional standard 


counting materials 
cost accounting techniques. This applies 
also to labor. In addition, the place of in 
centives in cost control receives attention 
as does the contribution which the control 
ler can make to the general problem of 


The auth 


ors lean toward the use of flexible budgets 


budgetary control of labor costs 


for control of aggregates of manufactur 
inv OVE rhea 1 


With re pect to the 


research and deve lopment the authors ree 


control of costs of 


ognize gencral usage of an 
ty pe ot budget 


{ t 
tf j ro} riation 


as being of fundamental 
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importance. At the same time they apprect 
ate the need for measurement of perform 
ance in terms of some sort of standard in 
connection with research and development 
and suggest that its formulation requires 
the highest degree of cooperation and in 
genuity of “the accountant and the r 
search technician” (p. 178) 

Control as outlined in Chapter 10 for 
administrative and financial expense finds 
expression in terms of budgets and also 
standard costs for various units of work 
load such as those listed on pages 188-189 

The next eight chapters of this second 
part (Chapters 11-18) deal with the con 
trol of the various balance sheet items, in 
cluding cash, receivables, inventories, in 
vestments, fixed assets, liabilities, and va 
rious types of stockholders’ equity 

Cash control centers around internal 
check, cash budgets, reports, and details 
with respect to the recording and handling 
of cash 

Receivables are analyzed in terms of 
general credit safety, internal control, and 
valuation 

Inventories are approached according 
to the cost of carrying them, to indicat 
the urgency for control; methods and lines 
of control, consisting of standards for 
maxima and minima, as well as turnover 
and internal control and reporting. This 
treatment constitutes the first of two chap 
ters on control of inventories (Chapter 
13). A second one deals with the problem 
of their valuation. Here valuation ts 
pomnte d up as it has significance to the rol 
which the controller plays in modern man 
agement. This role of inventory valuation 
bears primary relationship to income di 
termination, and thus is geared to much 
of the latest thinking about inventory val 
uation 

Next comes a long description of meth 
ods of inventory valuation, the relation 
ship of these methods to income taxation 
and the nature and significance of inven 
tory valuation reserves. In thts chapter 
accounting theory seems to hold predom 
inance over More basic problems of con 
trollership 

The controller's function with respect 
to investments is largely dismissed in a 
short chapter dc aling with the re lationship 
of tax laws to investments and the matte: 
of recording their existence as well as in 
come derived from them 

Control of fixed assets is treated with 
respect to the determination of prospe: 
tive profitability befor purchase; the re 
lationship of addition, replacement, and 
maintenance to operations; the relation 


ship of budgetary control to these thr 
types of expenditure relative to the use of 
fixed assets; the use of mechanical ratios 


for the analysis of matters relative to ther 
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use; identification and recording; and de- 
preciation and appraisal. Emphasis on the 
control of such assets thus leans toward a 
limited range of operational implications 
It excludes such problems as control for 
insurance purposes; sunk costs ; and prob- 
lems of obtaining information from op 
crating personnel relative to use, disposi 
tion, and condition of fixed assets. 

Control of liabilities, discussed in Chap 
ter 17, 1s in terms of recording ; mainte 
nance of a sound financial plan; a descrip 
tion of many types of liabilities, don 
much along the lines of the usual clemen 
tary or intermediate textbook in account 
ing procedure; internal controls; and the 
reporting of liabilities. This discussion ex 
cludes highly significant matters of the 
rate of flow of obligations, such as is often 
disclosed through budgetary types of plan 
ning 

Control of capital, surplus, and reserves 
finds expression in terms of stock records ; 
dividend policy and payments; tax ques 
tions relative to “improper retention of 
carnings; and reserves for various pur 
poses, including those for the equalization 
of dividends (Chapter 18). This discus 
sion does not touch upon such matters as 
the service of the controller on the finan 
cial structure of the firm; the place of the 
controller relative to the treasurer in mat 
ters pertaining to the issuance of securi 
tics, including the area of their coopera 
tion in these matters; or the place of the 
controller relative to the stock registrar 
and transfer agent. 

In Chapter 19 ratios assume importance 
with respect to their usefulness for ¢ xpres 
sing relative rather than absolute signifi 
cance of information needed by manage 
ment; the kinds which have been devel 
oped for use in analysis; the aced for and 
use of standard ratios, togethe r with a 
considerably detailed discussion of indi 
vidual ratios. There are excluded such mat 
ters as the limitations to the controller's 
use of ratio analysis in general or how 
these limitations apply with respect to the 
specific ratios which are given extended 
treatment in the text. This is espectally 
true with respect to the ignoring of the 
effect of fluctuating prices on the signifi 
cance of ratios or the influence which the 
successful execution of plans may have 
upon them. 

Chapter 20, the concluding one of the 
sccond part, cites the controller as a major 
higure in profit planning ; discusses his 
contribution to planning as it relates to 
the budgeting of profits; directs the treat 
ment of the problem very strongly toward 
the break-even-point type of analysis, in 
what is perhaps one of the best descrip- 
tions avatlable on the subject 


¢ (tuted On page &9) 
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How to lick}: 


Which 
method 
is best 
for you ? 





For your 
type and 
size of 

payroll ? 








For the 
payroll 
records 
you need ? 





For the 
maximum 
savings ? 





ZA For your needs 


we have no reason 
to recommend anything but 
the right machines and systems. 


We make them all 











BY ACCOUNTING MACHINE 





BY SYNCHRO-MATIC 


your payroll problems... . 





BY PUNCHED CARDS ALONE 





This is often the most economical method 
for getting out payrolls with speed and 
accuracy. It helps reduce those peak loads 
which disrupt your office routine. 

May be uscd for all types and sizes of 
payroll, with or without the Synchro- 
Matic hook-up for punched-card reports. 

When payroll does not require tull- 
time use of machine, it may be used tor 
other accounting jobs in between payrolls. 

When payroll is very large, the ma- 
chine may be equipped for continuous 
forms to give maximum speed. 


A. All the advantages of accounting 
machine method for payroll in a hurry 
B. Also the advantages of punched-card 
method for payroll distributions, analy- 
ses and reports with speed and economy; 
especially helpful for centralized records 
trom locally-written payrolls. 

One keyboard operates two machines. 
The accounting machine is synchronized 
with a tabulating card punch. As payroll 
records are written on accounting ma- 
chine, punched cards are produced as auto- 


matic by-product on synchronized punch. 


This is a very profitable method: 

A. To get extensive cost analyses, de- 
tailed labor distributions, and basic data 
for budgeting by ratio of indirect to direct 
labor costs. (Punched cards used to rate, 
extend and summarize gross carnings; 
employee's jobs and rates may vary widely 
within pay period. ) 

B. To get out a large salary payroll 
quickly. (The same punched card can be 
used over and over tor each employee and 
a new card ts required only for changes in 


salary or status. ) 





One line of writing gives you four com- 
pleted and proved records: 

1. A payroll register with column totals 
for all carnings, deductions and payments 
(plus an extra copy of the register if de- 
sired for use as branch or department pay- 
roll sheet). 

2. Pay check (or envelope) with auto- 
matic net pay and amount protection. 

3. An itemized statement to accompany 
pay check or envelope for employce’s re- 
ference on earnings and deductions. 

4. A chronological record of the em- 
ployee’s earnings, with to-date totals as 
desired for gross earnings, taxes withheld, 
bond deductions, ete. 


Records (1) to (3) are produced on the 


accounting machine, record (4) option- 
ally from the punched cards, which are 
also used for fast machine tabulation of: 
S. All reports on withholding taxes and 
social security deductions — federal, state 
and loc al 

6. All deduction listings and reports for 
hospitalization, insurance, dues check-off, 
bond or stock purchases, and employee 
accounts r¢ ceivable. 

7. Payroll distributions by location, 
bud ge tC account, etc, 

8. Personnel reports and analyses by aver- 
age carnings, class and rate, location, 


seniority, age, sex, or other breakdown. 


Punched cards are used from the be gin- 
ning; to calculate all earnings (regular, 
Overtime, incentive, bonus, ctc.); to sum 
marize gross carnings for cach employee; 
to produce records (1) to (8); and also 
to produce following records: 

9. Actual (empirical) costs by item to 
compare with standard or estimated costs 
10. Labor cost distribution (direct, in- 
direct and burden) by work center, ete 
11. Analysis of ethaency (time utiliza 
tion) by employee and supervisory group 
12. Reports on machine performance and 
the causes for low productivity. 

13. Reconciliation of the payroll bank 


account from punched-card paychecks 





For a comparatively small investment, 
you can make tremendous savings of cler- 
ical time. No specially skilled personnel 
is required. Your present staff can quickly 
learn to operate the Remington Rand, 
easiest-to-use of all the accounting ma- 
chines. Just one simple keyboard. Stan- 
dard alphabet keys. Only ten numcral keys 
for all neure work. 





For a slight extra cost, you get the advan 
tages of two machine methods. Practic- 
ally the same operating simplicity as with 
accounting machine alone. No attention 
required from operator for the automatic 
punching of cards. If you have no tabu 
lating department, Remington Rand can 
tabulate reports Trom your Cara if Ww 


cost, iving you additional investment. 





Two folders show how you can 


mechanize your payroll with 


clerical savings of 50% or more 


cal Memingtorn. karl 


pe ee Ten TPL EME PE OE IS 


Ask vour local representat e for fol 
IM-598 or write direct to Mana ent 
ence Library, Room 16934, 315 I rth 





The punched-card machines can be rented, 
purchased outright, or acquired by Rem- 
ington Rand Use-Purchase Plan which 
offers an casy way to save on your long 
term investment. An efficient tabulating 


department will multiply the results from 
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The Importance of Being Lazy 

Be brilliant, Mr. Top Executive, but above all, be lazy. Ac- 
cording to Morris I. Pickus, president of the Personnel In- 
stitute of New York, the most valuable executive in the pres- 
ent day economy ts the “brilliant-and-lazy’’ manager. 

That exemplary individual makes the best officer at top 
management level because “his tendency to avoid trouble- 
some and time-consuming details enables him to maintain a 
necessary perspective. His plans tend to be simple, direct and 
successful. 

“In direct contrast, the stupid-and-industrious class of 
management is, unfortunately, in the greatest number and 
by far the most dangerous,’ Mr. Pickus warned. ‘‘Great 
damage can result from their actions. In backing ill-advised 
plans with zeal and energy, they may induce disaster. They 
are, in the main, responsible for the friction between rank 
and file and top management. 

“Survey after survey have all pointed toward the ines- 
capable fact that an astonishing high percentage of Amert- 
can management personnel can be put in the stupid-and 
industrious class.’’ Ouch! 





“And that is the river where you'll find 
prices are slightly higher west of” 
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Challenge to Pessimists 

Those who are predicting a business recession within the 
next two years may have to eat their words if a recent chal- 
lenge by Dr. Emerson P. Schmidt, director of economic re- 
search for the United States Chamber of Commerce, stands 
up. Addressing a recent meeting of the Society of Business 
Advisory Professions, Dr. Schmidt contended that the re- 
cession would not develop because it is expected and meas- 
ures can be taken to counteract it in time. 

Dr. Schmidt declared that the development of new pro- 
duction, coupled with a tax reduction and a revision of the 
tax structure to encourage industrial growth, would mini- 
mize a possible decline in business activity. 


EPT’s Effects 


If the excess profits law is allowed to expire this coming 
June, considerable profit improvement can be expected, but 
it is unlikely that automatic and sharply higher net earnings 
would appear in all businesses, according to a study recently 
published in Exchange, the magazine of the New York Stock 
Exchange. 

Covering 40 companies for which earnings for 1951 were 
calculated on a basis of no excess profits tax law in that year, 
the survey found that actually half of the companies had 
paid more than $5 million excess profits tax and half had 
paid less than $1 million each. 

The theoretical gains in earnings for companies paying 
under $1 million in EPT ranged from zero to $2.08 a share 
and averaged 53 cents. For the higher group, gains ran from 
54 cents to $8.59 a common share, with the average at $2.38. 


Let's Spread that Speck 


The speck on the map above is no accident. It designates 


Armstrong County, South Dakota. 

And it is important—not because only 53 people live 
there, on seven farms 
in the entire United States that does not have a federal civilian 


but as the one and only county left 


employe at work within its borders. 

The rest of the United States has more than 2.6 million 
federal civilian employes. That's an increase of almost half 
a million in little more than a year. 

Last year, according to Industrial Press Service, this con- 
stantly growing army of federal civilian employes cost the 
taxpayers $8.5 billion in pay alone. 
and the years to follow—add more 

PAUL HAASE 


May this new year 
specks to that map 
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IN ENVOIGE FIGURE-WORK... 
@ Striking evidence that the fully-automatic 
Friden Calculator takes more steps in figure- 
work without operator decisions than any other 4 


calculating machine ... is the Friden’s inbuilt 
ability to accumulate automatically a grand total 
of individual extensions. 


You can see this Friden feature save time... - : 3 
save countless operations... and remove chances op, J ra | nN ] ny 
for operating errors! 

Touching a single key on the Friden stores 
each extension in the accumulating dials. Even ° 
if the operator copies an extension incorrectly, 2 nN s 
the Friden gives the correct total unerringly. S rl IXkK 
Discounts and deductions are computed and 
automatically subtracted from the grand total. 

The Friden Caleulator produces the net total 
with no adding of extensions, and without an OVE rh c ad CO ct S 


extra operation to subtract discounts or deduc- 
tions. One swift handling of the figures does it! 
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THE THINKING MACHINE 


OF AMERICAN BUSINESS 


wnt é ik URN a ecneeranael SAVE FOR YOU 


your business! Friden sales, instruction and serv- 


save so much in human time that this Caleulator’s 
cost can be quickly written off. Ask your nearby ice available throughout the U.S, and the world. 
Friden Man to demonstrate Friden automatic FRIDEN CALCULATING MACHINE CO., INC, San 


© Friden Calculating Machine Co., Inc “decision-making” features that can save time in Leandro, California. 





In ’53: Controllers Have a Job To Do! 


ROLAND A. ERICKSON 


l THIS PARTICULAR TIME of the busi 
A Ness Cy Ie : there are two g#roups in the 
American cconomy that have a most im 
portant role to play in the future of thei 


institutions — //%¢ ile v 


/ 
respective AM ip 


and the controlles 

The Sales Division must be prepared 
for more inspired and effective sales work 
than has been necessary 1 the past 1] 
years Basi ally, the y have pointed to rela 
tively rising sales volume as proof of ther 
effectiveness when actually 
statistics have been more due to forces of 
war, both physical and psychological, than 
In the ranks of many 


sales organizations today, there are 


thos sale S 


to their’own efforts 
men 
who have never operated under normal 
COM PcCutrve conditions 

For controllers the past year has been 
made to order for them to demonstrat 
their ability and to prove the effectiveness 
of their work. Generally speaking, except 
for the interruption caused by the stecl 
strike, 1952 witnessed a substantial level 
of production that had been attained by 
the first quarter of 1951. This meant that 
the pressure for adding more production 
workers and clerical help who probably 
have been inexperienced, of increasing in 
ventorics at all stages of processing, and 
expanding plant capacity either in cquip 
ment or buildings, has been less intense. 
The wastefulness of getting out the work 
at any cost has been generally absent this 
year. 

Rising volume tends to be more profit- 
able in its effect on reduced unit over 
head and other fixed charges and by the 
constant pressure that it exerts on existing 


personnel and facilities. A rapidly accel 
crating rate of order flow, however, leads 
to inefficiency by requiring the use of in 
experienced help and temporary adjust 
ments made in production processes to 
meet the needs of the hour. After you have 
attained your new level of output, and 
your opera 


other things being the same, 
should be 


tions under a stable volume 
come more efhcient per manhour. 

In 1950-51, all industry added a large 
number of inexperienced personnel super 
vised in some cases by relatively untrained 
foremen and straw bosses. The inexperi 
enced help added in that period should 
now be more expert and should, therefore, 
produce more per manhour. Did they in 
your plant ? 

For the same volume of output in ‘52, 
you should have been able to report a 
lower number of people on the pay roll 
exception: the effect of the degree to 
which overtime had been used. With a 
stable volume of activity, more efficient 
control of and investment in inventory at 
all stages of manufacturing should have 
been possible. Has it been ? 

The profit record for 1952 was dis 
torted by the steel strike and by the re 
turn to normal of consumer psychology. 
The National City Survey reported profits 
after taxes off 90% for the first nine 
months. The third quarter reports, how- 
ever, were relatively improved. According 
to estimates made by the McGraw-Hill 
survey, corporate earnings after taxes for 
1952 will be $17.8 billion, a reduction of 
about $1 billion from 51 and $3.5 billion 
from ‘50 


ROLAND A. ERICKSON was an instructor in economics for 
two years at Tufts College before joining Norton Company, 
Worcester, Mass., where he served as economist and con- 
sulting economist for 10 years. He joined Guaranty Bank 
& Trust Company as vice president in 1941, became vice 
president and treasurer in 1945 and president and direc- 
tor in 1947. He is also a director of Merchants & Farmers 
Mutual Insurance Company and a member of the Executive 
Committee of the Massachusetts Bankers Association, in 
which organization he is currently the second vice president. 
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A Ge ll 


On an over-all basis, we in the banks are 
noting declining profit margins particu 
larly in commercial establishments and for 
marginal manufacturing firms. This ts a 
typical development of the peaking out of 
a boon. 

Controllers have a job to do. Sustained 
boom for 12 years plus incentive reducing 
taxes have created some wasteful habits 
and practices in industry. With no pros 
pect for expanded output in the near fu 
ture for over-all industry——exception: a 

hotter war’’—-the inethcient practices that 
always thrive in a boom will come home to 
roost 1n your laps in the next year or two 
unless you root them out now. It is easier 
to weed out inethciency at a boom level 
than to try to do so on a declining rate of 
activity. As in the case of the sales forces, 
your problem is intensified because there 
are sO Many in management today that 
have operated only in an expanding mar 


ket. 


QUESTIONS FOR CONTROLLERS 
Do you know what to do when incom 
ing orders deteriorate ? 


Do you realize how rapidly the Ameri- 
can economy moves when the tone 
changes? (The shoe and woolen trades to 
name a few, have already undergone the 
loss-producing effects of a weak raw mate 
rial market. ) 


Has your Purchasing Department 
stopped to analyze the potential froth that 
may exist in some commodity markets that 
they are active in? 

Has your Credit Department 
lulled to sleep by the favorable profit con 
ditions of the past 12 years ? 


been 


Do they have their credits classified so 
that they can quickly give management a 
list of marginal firms or of firms that arc 
seriously undercapitalized ? 


Have your budgets been adjusted for 
normal improvement in efficiency that ex 
perienced help should produce ? 


Do your inventory controls provide for 
an adjustment made possible by a sus 
tained level instead of a rising one? 


Does your management know how high 
its break-even point has risen in the past 
10 years-——not only due to certain inflexi 
ble labor costs but also due to the influenc« 
of larger unit investment in production 
equipment ? 














We in banking are looking to contro! 
lers to alert management to these problems 
and their solution. 

We are all interested in the forecasts for 
The 
today has had so Many statistics and sur 
veys thrown at him that I doubt that any 
one can tell him anything new. American 
management 1s probably more conscious 


1953 business. well-read controller 


today than ever before in our history, of 
economic indices and their interpretations 
That is as it should be. I'm not going to 
try to present any original research studies 
to you but I would like to attempt to plac 
in perspective some of the tacts that hav: 
been published 


speaking, the businessman 


Generally 
sums up his thoughts for 1953 as being 
optimistic at least for the first quarter and 
probably the second. The more optimist 
go through the whole year and predict 
continued boom. 

The other school will concede 
first quarter but hesitate to go beyond that 
Even they are quick to say if trouble does 
come, it will be a minor adjustment with 
corrections that will make us healthier for 
the long pull. Let's see what we can con 
clude. In this discussion, | am assuming a 
continuance of the international situation 
it about its year-end status. Any bast 
change in our program in the Far East 
affect the 


a Xe ” rd 


would of cours¢ business out 


look 


FAVORABLE FACTORS 


On th 
next year are the following factors 


favorable side of business for 


Government Expenditures 
1. There 
government expenditure with a proposed 
budget that may step up from a present an 
nual rate of about $66 billion to $76 bil 
lion. Military expenditures at the present 
time are running about $4.4 billion — per 
month and could rise to $5 billion per 
month by the middle of next year—but no 
more than that. Orders placed by the Dc 
fense Department have totaled $99 billion 
with $41 billion delivered to date. That 
means that there 1s an order backlog som« 
where in the works of about $58 billion 
In addition, there are unex pended appro 
priations of $30 billion. Budgets of this 
size and the possible placing of orders in 
«cordance with unexpended appropria 
tions must be accepted as strong factors in 
sustaining a boom. I do want to remind 
you, however, that when I come to the un 
favorabl factors, | plan to show that dol 


will be a sustained level of 


lar for dollar the not as 


stimulating as they were a year or two avo 


figures now ar 


Debt 

2. Generally spe aking, there has been 
i restraint exercised in 1952 both by the 
individual as well as the corporate buyer 
that has helped control thos« speculative 


THE 1953 OUTLOOK 
As viewed by Seven Selected Economists and Businessmen 
(See text on page 81) 
, K }e Average 
Gross National Product 
(Billions) 284.2 329.2 342.3 315-360 348.6 
Industrial Production 
(Federal Reserve Board 
1935-39 100) 200 219 216 195-230 218.3 
Steel Production 
(Millions of net tons) 
(Iron Age Magazine) 96.8 105.2 91.4 98-118 106.1 
Car and Truck Production 
(000‘s of units) 
(Ward's reports) 8,014 6,766 5,478 4,500-6,000 5,514 
New Housing Starts 
(000’s of units) 
(Bureau of Labor Statistics) 1,396 1,091 1,080 750-1,100 943 
Business Expenditure for New 
Plant and Equipment 
(Billions) 
(S.E.C. and Dept. of Commerce) 20.6 26.3 27.5 20-26 24.1 
Manufacturers’ Inventory 
(Year end in billions) 
(Department of Commerce) 34.2 43.1 44.) 25-46 42.3 
Wholesale Price Index 
(U.S. Bureau of Labor 
Statistics 1947-49 100) 102.1 114.8 112.1 105-114 109.6 
Federal Finance (Fiscal Year) 
(a) Total Expenditure 
(excluding debt retirement) 
(Billions) 40.2 44.6 66.1 62-76 72 
(b) Gross Public Debt 
(Billions) 
(Secretary of the Treasury) 2574 262 25021 260-270 263.5 
* Last quarter estimated 
excesses commonly attributed to a cyclical sciousness of business statistics ts prob 
pe ak Manufacturers’ inventories at about ibly responsible for it 
$47 billion continue at post Korean high Instead of an analysis of the federal 


levels that are 74° above 1950. Distribu 
tors or trade inventorics, however, ar 
down sharply from their peak. At $27 bil 
lion, these inventorics have retraced 
thout one half of their speculative Korean 
rise. With the scrapping of Regulation 
W” in the Spring of 1952, there was a 


very sharp rise in consumer debt It may 


have hit $23 billion before the end of 
1952. In dollars that is high. As a per 
nt of personal income, however, it ts 
lower than it was in 1939. Moderation at 
time of boom always hi Ips to prolong th 
boom. I think there was ood self-control 
xercised in 1952, and management's con 
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debt, at this point | am going to consider 
the private debt as having more pregnant 
possibilities. That 

doubled in the past six years from $177 


category has nearly 


billion to $300 billion. The rate of in 
rease in this debt 1s the highest since the 
series Was started in 1916. In the ‘20 
the highest rate of gain for a six-year pe 


riod was 39 

Net corporat debt has risen from $8‘ 
billion to $156 billion, or by 82¢ with 
one half of it in the All 
other private debt which would includ 


past two years 


personal } irtn rship ind propri tor hay 


debt has gone from $55 billion to $121 
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billion, or an increase of 120%. In spite 
of this rapid rate of gain, total private debt 
is still a smaller percentage of net national 
income than in 1929. Now it is equal to 
national income, but in ‘29 it was 80% 
greater than net national income. If it 
were not for the large federal debt, there 
fore, our net financial position in terms of 
national income would be relatively favor 


able 


Construction 

4 Surprising as it May secm, surveys 
indicate that new plant and equipment 
construction will continue close to 1952 
levels in "53. Capital expenditures by in- 
dustry is one of the most dynamic forces 
dollar for dollar in sustaining a business 
boom. It has more self-generating stimu 
lus than consumer spending or govern- 
ment spending. It is most impressive to 
realize that industry in the seven postwar 
years expended $151 billion. The past 
year was estimated at $27.4 billion and 
some surveys estimate the 1953 figure at 
$26.5 billion. I think that will prove to be 
a little high. 


Monetary Policy 
i. Monetary policy at a federal level 
has for the first time in 20 years been 


allowed to reflect classical doctrine for 


handling a boom. It too has tended to con 
trol overdoing a rising market. In 1932, 


American government officials and the 
public became sold on the Keynesian 
theory that in a depression, cheap money 
was proper government policy. In effect, a 
price control on money was instituted at 
that time which was allowed to be con- 
tinued even in the postwar boom. Even 
Keynes agreed before his death that by its 
very promulgation if cheap money was 
good doctrine in a depression, it assumed 
the necessity of dear money in a boom. 
The fact of relativity has been completely 
lost sight of by the many economists who 
have had the ear of Washington legislators 
Cheap money does have its place in a de 

pression, but to continue it as a national 
doctrine in the postwar boom has been just 
as fantastic as saying that Newton's Law 
of Gravity only works when you are in the 
process of lifting an object to a higher 
level but has no influence when it has 
reached that level. This flexibility of 
monetary policy which has now been es 
tablished has important fundamental sig 
nificance for financial policies of corpora 
tions. I think corporation controllers and 
treasurers should refresh their understand 
ing of classical monetary theory as one of 
their management tools for the future. 


New Industries 

5. War is destructive of property and 
of human lives. We should all work for 
its elimination. If you must have war, 
however, it can be noted that there is a by- 
product which ts stimulating and if prop 
erly used, helps the next generation lift the 


standard of living. I'm referring to the 
progress made in the fields of research 
which-nas led to the development of many 
new products and new processes. There are 
compressed in the span of a few war years 
theoretical and practical developments 
which in peacetime might require two or 
three times as long. Necessity is still the 
mother of invention, and national security 
sometimes motivates research short cuts 
that would not normally be attempted. 
New industries are being incubated each 
day in our American laboratories and in 
fact, research itself has now become a new 
industry in terms of pay roll and effective 
monetary demand in the market place. 

In addition to new industry born in the 
laboratories during the war is the develop 
ment of such ideas as TV in the past five 
years. When the licenses that are now 
available have been granted for new TV 
sending stations, it will involve an invest- 
ment of $500 million to $1 billion just for 
those stations. In addition, it will expand 
tremendously the potential in the TV re- 
ceiver business. We must remember that 
only certain areas today have adequate TV 
sending service, so that the market for the 
receivers has been limited. 

I classify the turnpike and toll road de 
velopment as a new industry. The Ameri- 
can highway system is going to be revolu- 
tionized in the next decade. We have just 
scen the beginning of it. Even at this stage 
of the new thinking, there are highway 
projects under way costing up to $500 
million each. They will grow larger in the 
future rather than smaller. If they don't, 
the automobile will gradually lose its 
popularity. 

Out of World War II also came the fact 
that America 1s now the leading world 
power. A study of history reveals that any 
nation that suddenly emerges as a world 
power receives a stimulating influence that 
leads to economic advantages—witness 
the Island Empire of Great Britain in the 
19th century. We should profit more from 
that development in the future. 


Population Trends 

6. The projected trend of the American 
population and family formation has 
played an important part in our present 
boom. At this point, I'm just going to call 
to mind one phase of it. Do you know that 
from a school enrollment of 24,573,000 in 
the school year '48-'49, a forecast of 32,- 
155,000 is predicted for '57-'58? In order 
to meet this increase as well as the shifting 
of the population, there are construction 
programs now planned for public, ele- 
mentary, and secondary schools alone of 
about $1 billion a year which may rise to 
$1.5 billion at its peak in "53-54. Other 
municipal and state programs also involve 
heavy expenditures in the form of capital 
outlays. 

The increase in population in the 
United States for the decade of the '50’s is 
estimated at 23 million compared to nine 
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million in the °30’s. This means that the 
increase in population in this present dec 
ide will be equal to one and a halfrtimes 
the whole population of Canada. That, of 
course, will have a tremendous impact on 
the national economy. 


The National Elections 


7. The final 
business outlook is the businessman's in 


favorable factor in_ the 


terpretation of the recent national and 
state elections. The business man is saying 
that his faith in the American citizen has 
been restored, that America’s reputation 
for being a nation made up of individuals 
who can think for themselves, who believe 
in freedom of opportunity and who be 
lieve that ambition and character are good 
virtues, has again been demonstrated 
After the election, we saw an Eisenhower: 
boomlet.”’ 

Some folks are wondering whether the 
new President may decide that the only 
way to terminate the Korean situation may 
be to temporarily step up the intensity of 
operation. That would, of course, stimu 
late further business activity. 

The foregoing are fundamental factors 
that may be interpreted as suggesting con 
tinued boom. It should be noted, however, 
that at best, they add up to a continued 
present volume rather than an expanding 
rate of activity, a picture of sustained 
stable boom level rather than a new phas¢ 
of inflationary cycle. This distinction 
should be very important to Management 





NEGATIVE FACTORS 
If we that the 
at best predict a continued boom rather 


conclude bullish forces 
than a higher level, it probably is good 
judgement to begin to look for signs that 
might give some indication of the 
for the end of the 


vestigation, 


timing 
boom. In such an in 
must bx 


some consideration 


given to the following factors 


Boom 


1. Our economy has been tn a state ot 
continuous postwar boom SILC L946 A 
recession started to appear in 1949 but 
was quickly dissipated by the Korean in 
cident. It is true that the longer a boom 
continues, the less resiliency exists to off 


set deflationary forces when they appear 


Defense Spending 

2. In spite of the high budget and 
slightly rising rate of expenditure for re 
armament, the most stimulating phase of 
the present government spending program 
is past. The placing of orders which en 
courages the businessman to expand his 
facilities is more dynamic than the inci 
dence of payment when delivery is made 
Government expenditures will 
high, but the rate of new orders for de 
fense will tend to decline cold 
war breaks out into a hot war 


remain 
unless the 
Family Formation 


3. I previously outlined the trend of 
population in this nation as one of the 


bullish forces. A more careful examina 


tion of such vital statistics as the rate of 
famity formation, tends to be deflationary 
for the In fact, there are 


some economists who are anchoring a pro 


mext six years 


jected downturn starting sometime in "53 
and lasting through '55 on this hypotheti 
Their 
birth rate in 1930-35 

That that the 
supply of marriageable aged youth will be 
In tact, if you 
confine your investigation to the birth rate 


cal question of family formation 
that th 
was below 


thesis 1s 
normal means 
lower in the next few years 


alone, this observation becomes quite tor 
midable. Actually 
in the late ‘20's were suthciently high so 
that even with a decline of the birth rate 
in the early 


however, the marriages 


30's, the number of births was 
only down 5 from the 1928-29 average 
that the 
marriage base in the coming three to five 
years will decrease by 614°. It is a fact, 
however, that the rate of family forma 
tion which is a very important source of 
stimulation in the consumer market, will 
decline for the next five to six years This 
is further confirmed by the projection of 
public school enrollment which showed 
a pe aking out in 1957-58 


Sociologists, therefore, conclude 


Housing 

i. At 
sidered as having passed its long-term 
cyclical, peak. Housing totalled 
1,396,000 tn 1950 and have declined each 
1,080,000 recorded 


least one basic industry 1s con 


Starts 


year since with about 
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for ‘52. Expectation for this year is still 
above 900,000 which is a very strong sus- 
taining force, but does indicate the dimin- 
ishing stimulation from that industry. 
Even if there are as many as 950,000 starts 
in '53, it represents a decline of 32% from 
the '50 peak. 


Supply and Demand 

5. With no new dynamic forces on the 
horizon to increase the demand for goods, 
industry 1S prepared with a new capacity 
which has not yet had its oo ae on sup- 
ply. Since 1946, it has expended $151 bil- 
lion for new plant facilities. Some of it 
has not yet taken its place in the produc 
tion line. In some areas of industrial ex- 
pansion, we must make an adjustment to 
allow for obsolescence of existing plant 
capacity which may well be scrapped when 
the emergency ts over. This means that we 
are entering a period when supply can con 
tinue to increase at a time when the con 
sumer demand ts leveling off and at a time 
when profit margins, particularly of mar 
ginal firms, are beginning to suffer. This 
may lead to unwarranted pessimism and 
sclf-generating deflationary forces. 


Psychological Forces 

6. When no higher levels are in sight 
for over-all industry, the attitude of man- 
agement begins to change as to employ- 
ment, inventories, new equipment and 
new plant. A part of the business market 
is made up of psychological forces. If 
management sces a peaking out cyclically, 
they begin to act more conservatively, and 
that in itself tends to encourage the onset 
of declining activity. 


Exports 

In the field of export trade, we have 
scen a decline since the month of May. 
For the quarter ending in August, exports 
were 190% below the first five months. 
Very little of this can be attributed to sea- 
sonal forces. The world at large is experi 
encing declining business activity as re- 
flected in a general decline in world com 
modity markets. That, plus the dollar 
shortage, may well further reduce our ex 
port volume. 


HAS THE TURN STARTED? 

Statistically you may well ask, ‘Are there 
any straws in the wind that indicate that 
the turn has started ?” I have already men 
tioned declining profit margins as one in 
dication of a topping out of a boom. The 
sequence of events in the commodity mar 
kets is very orthodox. When we near the 
end of a business boom, it should first ap 
pear in the raw material markets for obvi 
ous reasons. What is the picture there ? 
The Bureau of Labor Statistics index of 
staple commodity prices is down 25% 
from the Korean peak or has retraced 
90% of its rise. There are 28 commodities 
that make up that index. All but silk and 
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copper are off from their high, varying 
from 8 to 70°. That would be the first 
index to begin to decline when the steam 
leaves the business cycle. The over-all in 
dex of wholesale commodity prices has 
shown a very nominal decrease from a 
peak in April 1951 of 116.5 to 111.0 as 
of September 30. This price index, how 
ever, is not too indicative of the timing of 
wholesal 


a business change. This sam 


commodity index started declining 1 
1927 but the crash didn’t occur until 1929 
so it can only be interpreted as meaning 
that the patient's fever is beginning to rise 

simple 


Sometimes, observations are 


straws in the wind. Inducements in the 
form of cases of soap, children’s wagons, 
etc. are now being used to stimulate the 
consumer to buy one product instead of 
another; automobile dealers are beginning 
to use the old tricks of the trade to swing 
a sale. Why ? It must mean that the supply 
of these items is very adequate to meet the 
consumers’ demand. Lower markups by 
mercantile establishments are 
of efforts to maintain volume. 

What does all this add up to? The art 
of forecasting is still just that—an art, not 
yet a science. Basically, we all must re 
member that we have been and still are in 
a boom. There is evidence that some of the 
self-generating forces that are needed to 
sustain a boom are beginning to lose their 
momentum. Some of those straws in the 
wind that indicate a change in climat« 
have appeared. In the 1920's, these straws 
appeared as carly as 1927, but nothing 
seriously happened until the late Fall of 
29. I'm not suggesting by any stretch of 
the imagination a recurrence of '29, but 
use the illustration only to suggest that 
although a downturn may be indicated by 
price indices, it may take months or even 
a few years before it occurs. 

And now saying, So 
what ? That doesn't help me in setting my 
budget for next year.”’ In order to be help 
ful in that direction, 'm going to present 
a specific forecast of nine statistical fac 
tors which should have a bearing on each 
business. Being a banker, however, and 
not personally involved in original re 
search, I have circularized seven selected 


suggestive 


you readers are 


friends whose opinion I value in order to 
test the thinking the country over. The 
selection geo 
graphical and industry representation, On 
another page you will find a summary 
showing the trend of these forecasting in 
dices for the past three years and_ the 
arithmetic average of what my seven cor 
respondents anticipate for 1953. Frankly, 
they are more optimistic than I would be 
for the whole year. The unanimity of their 
optimism is so very impressive, however, 
that I must yield to their combined 
thoughts with one qualification. (Of 
course, you must always discount what a 
banker says because it 1s his job to antici 
pate profit difficulties or volume difficul- 


considered questions ot 
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ties at least a year ahead of his customer if 
he is going to adequately protect the de 
positor'’s dollar.) I think that their fore 
cast should be accepted for only the first 
six months with a careful reappraisal of 
some of these straws in the wind early tn 
1953. If the softness in raw material com 
modity prices should continue and should 
spread to the semifinished commodity in 
dices, I would tend to mark down the sex 
ond six months. From your standpoint, 
however, certainly the best thinking sug 
gests continued volume at present levels 
for another six months with the 
tion that we should be looking carefully 
for further signs that the boom is coming 


admont 


to an end. President Eisenhower's position 


on Korea, too, has a very important bear 
ing on 1953, 

We look to controllers to demonstrate 
real professional competency in weeding 
out inctticiency but to be practical in do 
ing if so as to leave your Organization ina 
position ready to move forward aggres 
sively after any temporary business reac 
tion. If we are to maintain the American 
way of life, American industry must re 
main financially strong and management 
must maintain faith in the ever-increasing 
prospects for this economy and, therefore 
for their companies. If we do have a reac 
tion in late ‘54, I think we should 
basically be very bullish for the years that 
follow 
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PUNCHED CARD ACCOUNTING 
IN A LIFE INSURANCE COMPANY* 


By J. L 


Reviewed by E. M. KARRMANN 
Treasurer and Controller, 

American Life Insurance Company, 
Indianapolis, Ind. 


The life insurance wert 
among the first users of the “punched” 
card for making the many statistical dis 
tributions required by the industry. Ap 
plied originally to mortality studies and 
the calculation of reserves, life 
companies both large and small now us 
punched cards for almost every phase of 
their detailed operations including not 
only the calculation of reserves and dis 
tribution of premiums, but also for the r 
cording of all income and disbursement 


companies 


msurance 


transactions, investment analyses and con 
trol, the preparation of notices to policy 
owners, and in some cases the actual writ 
ing of the policy itself-—just to mention a 
few. 

For the first time accountants and statis 
ticjans may refer to one volume which 
consolidates some of the best procedures 
involving punched cards used by the in 
dustry today. In this book we find a com 
plete and detailed description of some 40 
different applications employing — the 
punched card method compiled from the 
experience of many companies writing 
Ordinary, Industrial, Group, Accident & 
Health, and Fraternal business. Each ap- 
plication is thoroughly explained and 11 
lustrated by 136 exhibits of the actual 
punched cards, notices, journals, state 
ments and reports themselves. 

Because of his first-hand experience in 
developing new punched card procedures 
in his own company, his complete know! 
edge of the life insurance business and its 
accounting Mr. Batchler has 
been able to put down in easily readable 
form not only “how” the applications are 
performed but “why'’ such applications 


concepts, 


* Published by Life Ofice Management A 
sociation, 110 East 42nd Street, New York 17 
N. Y. Nonmember price $4.00 
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are necessary. The book will, therefore, be 
found most instructive to the student of 
the life insurance business and should be 
extremely helpful to controllers, account- 
ants, and statisticians outside the business 
who are interested in the technique of 
punched card methods. 

Though most of the text is devoted to 
the details of specific applications, the 
book also includes a short history of 
punched cards, the factors affecting card 
design, the use of codes, and a description 
of the machines without which the 
punched card would be merely another 
prec ot paper. 


EFFECTIVE PUBLIC 
RELATIONS* 


By Scott M. Cutlip and 
Allen H. Center 


Reviewed by PAUL HAASE 


Because of an increasing recognition 
that the corporate controller has a public 
relations responsibility in connection with 
his company’s external reports which goes 
well beyond supplying bare figures, this 
newly published work, which is subtitled 
“Pathways to Public Favor,’’ deserves con- 
sideration as supplementary reading by 
corporate controllers and financial officers. 

A foremost challenge to industrial pub- 
lic relations is the need of ‘winning back 
the allegiance workers now give so com 
pletely to their labor leaders who 
could become the actual managers of busi- 
ness by reason of their economic and po- 
litical control over workers.” 

The Cutlip-Center volume will give the 
neophyte helpful orientation. It discusses 
the broad background of public relations, 
as well as the tools and techniques used in 
the process, reviews the nature of the prin- 
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cipal publics, and analyzes _ relations 
in terms of the social and economic en- 
vironment which induced its develop- 
ment. 

There are chapters on industry public 
relations, as well as small business, trade 
associations, utilities, carriers, banks, la- 
bor unions, welfare agencies, government, 
education and the military forces. 


CREDIT MANUAL OF 
COMMERCIAL LAWS* 
1953 Edition 


The 45th edition of this important di 
gest of the laws affecting the credit and 
financial operations of business firms gives 
the latest information on recent amend- 
ments and new laws, both state and fed 
eral, which vitally affect commercial trans- 
actions. 

Among the important subjects covered 
in this 1953 edition of the Credit Manual 
are new federal Fair Trade law, many 
amendments to the National Bankruptcy 
Act, as well as many revisions in state 
laws, pertaining to sales, credits, collec- 
assignments, judgments, notes, 
liens, and other credit problems. 

Two important chapters also cover 
bonds on public improvements, both fed- 
eral and state. A complete summary of 
state bond laws which provide protection 
to material suppliers, revised to include all 
1952 changes, is an important feature of 
this section of the 1953 Credit Manual. 

Credit problems met in export and im- 
port trade are covered in another extensive 
chapter. 


tions, 


* Published by the National Association of 
Credit Men, 229 Fourth Avenue, New York 3, 
N. Y. $10.00 


LEGAL AND TAX PROBLEMS 
IN CHATTEL LEASES* 


This memorandum was submitted to 
the Commissioner of Internal Revenue, 
U.S. Treasury Department, pursuant to a 
request for a conference on the broad 
legal and tax problems in chattel leases. 
In particular the memorandum is de- 
signed to ~~ achieve a policy clarifica- 
tion or set of rules for pre-clearance or 
pre-approval of sel: leasing agree- 
ments responsive to the following ques- 
tions: 


1. Under what circumstances will the 
Bureau of Internal Revenue approve (as 
a bona fide lease) a lease with a purchase 
option based on ‘‘fair market value’’ or 
reasonable approximation of such value ? 

2. When the Bureau of Internal Reve- 
nue questions the ‘fair market value’’ or 
“reasonable value’’ established in a lease- 
with-option-to-purchase, what procedure 
may be instituted to revise the agreement 

* Published by Council for Technological 
Advancement, Machinery & Allied Products 
Institute, 120 South La Salle Street, Chicago 3, 
Illinois. 






























so as to make it acceptable by the Bureau 
as a lease, but preventing the agreement 
from being construed as a conditional 
sale ? 

3. Will the Bureau of Internal Reve- 
nue approve a percentage formula or 
table, based on age and classification of 
leased equipment, to serve as a general 
guide to the reasonableness both of pur- 
chase and option prices, and of the basis 
of depreciation by the lessor ? 

i. Will the Bureau of Internal Reve- 
nue, pursuant to such a clarifying formula 
or table, establish a procedure for pre- 
approval of those leasing agreements 
which are special in nature or which in- 
volve specially constructed or unusual 
facilities ? 


ESSAYS ON 
BUSINESS FINANCE* 


By Merwin H. Waterman & 
Wilford J. Eiteman 


In the introductory page of this concise 
volume, the authors quote Webster's defi 
nition of an essay—an analytical or inter- 
pretative composition dealing, from a 
more or less personal standpoint, with a 
single aspect rather than the whole ico pe 
of a subject. 

Having thus set the stage for their obser- 
vations, the authors then consider six as- 
pects of business finance: Financial As 
pects of Promotion, Trading on the Equity, 
Working Capital Management, Working 
Capital Sources, Profits and Funds Admin- 
istration, and Valuation of Business En- 
te rprises. 

* Published by Masterco Press, Ann Arbor, 
Mich. (Cloth-bound—$3.00. Paper cover 
$2.00.) 


OTHER BOOK ENTRIES 


A TREASURY OF COLLECTION LETTERS 
AND Ipeas. By Bernard L. Trippett 
Published by Universal Business Sert 
ice, Greenwood, Mississippi. $2.00 


1953 FARMERS INCOME Tax. By Samuel 
M. Monatt. Published by Commerce 
Clearing House, 214 N. Michigan 
Avenue, Chicago, Illinois. $3.00. 


INCOME TAX HANDBOOK. 1953 Edition 
By Eric Pusinelli. Passmelli Publica 
tions, 19 West 44th St... New York. 

0 cents. 





SIMPLE Facts ABpouT YOUR INCOMI 

Tax. By Eric Pusinelli. Pablished by 
Pusinelli Publications, 19 W. 44th St., 
New York. 35 cents. 





PRODUCTIVITY AND ECONOMIC PROGRESS. 
By Frederick C. Mills. Published by 
National Bureau of Economic Research, 

1819 Broadway, New York. 75 cents. 
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NEW —the A. B. DICK 
Spirit Duplicator 


So you want copies when you want them? 

Okay, now you can have them. 

The new A. B. Dick spirit duplicator is designed for people 
who don't always want to wait around for an operator— 
designed for people who want to be able to make their own 
copies if need be 
®@ You can do it with this machine. 
® Instructions are always in view. 
© All controls are clearly marked. 
®@ Everybody can run this machine. 
®@ Gone are hit-and-miss—trial-and-error starts. 
Moreover, the low cost of the machine makes it practical for 


individual departmental use. Like the A. B. Dick mimeograph, 


it is built to give years of satisfactory service. 


To get more information without obligation, simply mail the 
coupon below. 


AB DICK 


THE FIRST NAME IN DUPLICATING 






A. B. DICK COMPANY, Dept. C-253-5S 
5700 Touhy Avenue 


Chicago 31, Illinois 


‘ f ‘ 
send me more information about y r new spirit duplicator 
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Federal Debt, Properly Managed, 
No Cause for Alarm, Study Holds 


|’ IT IS PROPERLY MANAGED, Americans 
necd not fear the huge federal debt 
they have piled up in fighting two world 
wars and a depression, because proper 
management could turn the debt into a 
powerful tool for maintenance of high 
employment, stable prices and economic 
progress, says a spec tal Committee of the 
Twentieth Century Fund, in a report mad 
public recently. High among the Com 
mittee’s recommendations is that Federal 
Reserve action should be directed toward 
maintaining high employment and stable 
prices, and not toward keeping interest 
rates artificially low, as was done during 
the postwar period to lighten the Treas 
ury’s financing burden. 

Another recommendation of the Fund's 
Committee is that the Employment Act of 
1946 should be amended to include a dt 
rective that the maintenance of the valuc 
of mone y be one of the basi objective s of 
government policy. 

Speaking specifically of Federal Reserve 
policy, the Committee says, “The Federal 
Reserve System should be free to deal with 
the money market on the basis of its ef 
fects on employment and prices, and not 
on the basis of the needs of the Treasury 
for securing low-cost funds. A rise in in 
terest rates and a tightening of credit sup 
plies should be employed whenever the 
flow of credit is too great.” 

The Committe Arthur R 
Upgren (chairman), professor of Eco 
School of 


11h¢ lude S$: 


nomics and Finance, Business 


Administration, University of Minnesota ; 
Henry H. Heimann, executive manager, 
National Association of Credit Men; Neil 
H. Jacoby, Dean, School of Business Ad 
ministration, University of California at 
Los Angeles; E. B. MacNaughton, chair 
man of the Board, First National Bank of 
Portland; Earl B. Schwulst, president, 
Bowery Savings Bank; Louis Stulberg, 
Vice president, International Ladies’ Gar 
ment Workers’ Union; and Donald B. 
Woodward, second vice president, Mutual 
Life Insurance Company of New York. 
The Committee’s recommendations ac 
company a study, “The Federal Debt 
Structure and Impact,’’ by Charles C. Ab- 
bott, Converse professor of Banking and 
Finance, Harvard University Graduate 
School of Business Administration, pub 
lished by the Twenticth Century Fund 
early in January. The Committee recom- 
mendations were made public by Evans 
Clark, executive director of the Fund 
The Committee calls the 330% increase 
in prices between 1945 and 1948 the ex 
plosion of an inflationary “time bomb, 
laid during the war by the heavy buying of 
government — securities by commercial 
banks, the extremely low interest rates 
maintained by government monetary 
policy, and inadequate taxation. Only by 
an abnormal increase in the money supply, 
says the Committee, could the wartime 
low interest rates be maintained, and when 
direct controls were largely abandoned at 
the end of the war, adequate credit or 
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As we enter our 30th year of quality printing service, 
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monetary measures were not applied to 
keep the new money from pushing prices 
up. Commenting on the low interest pat- 
tern maintained during the war, the Com- 
mittee says: ‘The ‘saving’ on interest was 
a costly illusion for which pensioners, 
aged persons, teachers, white collar work- 
ers and many other citizens have since paid 
heavily through a lower standard of liv- 
ing.” 


ANTI-INFLATION MEASURES 

To avoid creating inflationary pressure 
from our handling of the federal debt in 
the future, the Committee recommends: 


1. That the portion of the present debt 
held by commercial banks be shifted as far 
as possthle to “veal savers,” that 1s, indt- 
viduals and institutions putting accumu- 
lated savings into federal securities as an 
muvestment; 

2. That a large part of the present 
short-term federal securities be replaced, 
as refinancing takes place, with longer- 
term securities; 

3. That new government securities in 
the future be sold to veal savers by offering 
terest rates that ‘meet the market” ; 

4. That interest rates be influenced by 
Federal Reserve operations toward weit 
img employment high and prices stable, 
and not solely toward the lowest possible 
terest charges on the federal debt. 


Although the Committee believes that 
we would have had far less postwar rise in 
prices if the government had pursued a 
‘tighter’ moncy policy during the war, 
they warn using government 
monetary policies now to push prices 
strongly downward. Since 1948, says the 
Committee, we have largely “grown up,’ 
even if painfully, to our present money 
supply, and sharply falling prices now 
would endanger our high employment and 
economic stability. 

Holding that it will take generations to 
retire the present debt, the Committee ar 
gues for whittling down the debt when 
ever possible, but it ties debt-reduction to 
its warning that prices must not be de 
pressed too heavily. “We do not recom- 
mend such a heroic debt-reduction as to 
threaten us with deflation of the price 
level. The degree of stability that we do 
have, and the rate of current economi 
progress, suggest that our present price 
level is one we should want to defend.” 


against 


DEBT-RETIREMENT 

As a rough guide for debt-reduction, 
the Committee recommends an objective 
of retiring 3% of the total debt in any 
year, provided that unemployment is less 
than 5% of the total labor force, and the 
consumer price index has not fallen more 
than 1% over the preceding six months 
When employment is very full, says the 
Committee, and rising prices threaten in- 
flation, debt-reduction can serve its most 
effective purpose, whether accomplished 
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by increased taxation, by reduced govern- 
ment expenditures, or preferably, by both 

Analyzing the present ownership of the 
federal debt, the Committee finds that 
about $144 billion is held for the benefit 
of individual savers, with the remainder 
of about $116 billion held as liquid assets 
by banks, corporations, and state and local 
governments. The part held by savers is 
regarded by the Committce as promoting 
a larger middle-class, democratic capital 
ism, and thereby solidifying not only the 
debt structure itself but also the nation’s 
economic foundations. The productive fa 
cilities of the nation are normally built 
through investment in private, not public 
debt, but interest-bearing federal debt ts 
an excellent supplement, as a medium for 
savings of the public. 

The Committee urges that better coordi 
nation be worked out between the many 
federal lending agencies, with a common 
policy-objective established by Congres 
sional directive for management of the 
federal debt. The Committee points out 
that federal credit agencies now engage in 
very large operations, with the possibility 
that the real estate loan guarantees of the 
FHA, to take one had a 
more profound effect on the economy dur 
ing some recent years than the Treasury's 


instance, have 


debt operations. 

Another recommendation ts that we 
should not reduce substantially the part of 
the debt which backs our hand-to-hand 
currency, since it appears that high pro 
duction and national growth will increase, 
rather than decrease, for cur 
rency. 

In pointing out the positive value of the 
national debt as a tool for stabilizing the 
economy, the Committee says: “We must 
not be afraid of the debt, for if properly 
handled it is a resource of great power 
and usefulness. Sound fiscal policy and 
sound debt policy can achieve far greater 
financial stability and can add to our as 
surance of the economic future of our own 
country and of the free world.’ 


our need 


Private Issues Totalled 
$6 Billion Last Year 


Last year private industry raised more 
than $6 billion by issuance of bonds and 
stocks, according to the National Indus- 
trial Conference Board. This, the Board 
noted, was the biggest year since 1948 and 
reversed a two-year downturn. The total 
was far below the 1929 figure of $8.6 bil- 
lion, however, and the disparity would be 
even greater in terms of deflated dollars 

The preponderance of bonded indebted- 
ness over equity capital was lower last 
year, with the proportion of common 
stocks showing a rise for the third year in 
a row. But, the Board adds, the propor- 
tion of common to the total was still only 
about 15%, against over 50% for 1929. 
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Guaranty Trust Company 
of New York 


140 BROADWAY 


Condensed Statement of Condition, December 31, 


RESOURCI 


Cash on Hand, in Federal Reserve Bank, 


from Banks and Bankers 
U.S. Government Obligations 
Loans and Bills Purchased 
Public Securities . . .) . 
Stock of Federal Reserve Bank 
Other Securities and Obligations 
Credits Granted on Acceptances 
Accrued Interest and Accounts 

Receivable . Tbcenl nen ti 
Real Estate Bonds and Mortgages 
Items in Transit with Foreign 


MOANCNGS. .-% « «2 « * 91,128. 


Bank Premises eo ar os 
Total Resources 


64,419,016.95 

9,000,000.00 
68,862,957.32 
11,664,200.24 


pretsssrevesey 
GVA 











1952 


S 


and Due 
$ 697,658,049.77 
699,409,047.23 
1,566,424,556.05 





134,769,533 
9,455,247 


177,262,083.39 
8,374,562.46 
$43,149,028,288.80 


LIABILITIES 





Capital . . ° 
Surplus Fund a a a oe 
Undivided Profits . ... . 
Total Capital Funds. 
a ee 
Bills Payable. . . . . 
Foreign Funds Borrowed 
Acceptances a oe 
Less: Own Acceptances Held for 
Investment. 
Dividend Payable January 15, 1953 
Regular 
Extra er i eee ee er 
Reserve for Expenses and Taxes. 
Other Liabilities. . . «. « « 
Total Liabilities 


WILLIAM L. KLEITZ 


resident 
DIREC 


Chairman of the Board, 
Juke Power Company 
Fk W. CHARSKEI Chairman, PF xecutive 
Committee, Union Pacific Railroad Company 
J. LUTHER CLEVELAND Chairman of the Board 
W. PALEN CONWAY 
CHARLES P. COOPER President, 
The Presbyterian Hospital in the City of New York 
WINTHROP M. CRANE, JR Chairman of the 
Board, Crane & Co., Inc., Dalton, Mass 
M. CROCKER Chairman of the Board. 
The Columbia Gas System, Inc 
of Davis Polk Wardwell 
Sunderland & Kiend/ 
CHARLES FE. DUNLAP President, 
lhe Berwind-White Coal Mining Company 
GANO DUNN President, 
The J. G. White Engineering Corporation 
WALTER 8S. FRANKLIN President 


The Pennsylvanta Ratlroad Company 


J. LUTHER CLEVELAND 
Chairman of the Board 


GEORGE G ALLEN 


STUARI 


JOHN W. DAVIS 


} Depoe 


$100,000,000.00 
200,000,000.00 
$5,900,894.69 


$ 15,877,890. 


2,952,810.62 
$ 12,925,079.40 


4,500,000.00 
2,500,000.00 
22,845,531.05 
15,766,546.52 


$ 485,900,894.69 
2,625,365,237.14 
80,000, 000.00 
225,000.00 








§7,537,156.97 
$3,149,028,288.80 





E. 


THOMAS 
sce-President 


THOMAS P.JERMAN ALFRED K 


sce-President 
TORS 


LEWIS GAWTRY 

CORNELIUS FL. KELLEY Chairman of the Board, 
tnaconda Copper Mining Company 
WILLIAM L. KLEITZ President 
CHARLES 8. MUNSON) Chairman of the Board, 
{ir Reduction Company, Inc 

WILLIAM C. POTTER 
GEORGE EF. ROOSEVELT of Roosevelt & Son 
CARROL M. SHANKS President, 
The Prudential Insurance Company of America 
EUGENE W. STELSON Chairman, Executive 
Commuttee, Illinois Central Ratlroad Company 
KENNETH ©. TOW! President, 
Imerian Cyanamid Company 
THOMAS J. WATSON Chairman of the Board, 
International Business Machines Corporation 
CHARLES FE. WILSON I rustee, 
the lord Voundation 
ROBERT W. WOODRUFI Chairman, 


Pxecutive Committee, The Coca-Cola Company 


t Inaurance Corporation 








Postwar Industrial Profits Overstated; 
Original Cost Depreciation Held Faulty 


OSTWAR PROFITS of American industry 

have been overstated by more than $38 
billion according to Capital Goods Re 
view,a quarterly report based on economi 
and business research published by thi 
Machinery and Allied Products Institute 

The overstatement arises, explains the 
Machinery Institute, from the practice of 
basing depreciation charges for fixed 
sets and cost of inventory on original cost 
rather than replacement cost. Since 6 
placement costs are continually rising in 
an inflationary period, charges based on 


eee oes 


igs ties OF 


mnrrn 


original cost soon become inadequate 
The charges to cost being insufficient for 
the replenishment of the physical capital, 
it 1s evident that the additional amounts 
required must come from what is ac 
counted as profit. Obviously, therefore, 
this much of the so-called profit represents 
nothing but the increase in the cost of re 
placing the physical assets consumed in 
production,” states the Institute 

Industry's overstatement of profits has 
proved costly from a public relations view 


point ‘Had it (industry) shown its true 


“| never dreamed figuring was so simple as on a Marchant. 


‘Take multiplication 


getting the answer is easier than writing it down 


‘My Marchant multiplies automatically and with one less step 


than other calculators 


“What's more, 


it's the only calculator where | can check all my figures — 


multiplicand, multiplier and the answer—at the end of the problem.”’ 


MARCHANT ...... 


The MARCHANT MAN in your phone book is ready to 
show you, on your own work, that MARCHANT is the 
simplest calculator to operate, yet delivers the highest 
figure output. Call him or mail this coupon with your 
business letterhead to get your FREE 


Guide to Modern Figuring Methods 
Iustrated Booklet about Marchant Calculators 


MARCHANT CALCULATORS, INC. - Oakland 6, Californie 


MARCHANT'S MANY 
EXCLUSIVE FEATURES 
INCLUDE : 

“Push-Button" 
Multiplication 
One-Hand Keyboard 

Control 
Complete Three-Dial Proof 








profits of $88 billion for the seven years 
rather than the $126 billion it did show, it 
would have saved itself no end of criti- 
cism and attack,’’ observes the Institute. 

From a tax viewpoint, had the Treasury 
allowed replacement costing for income 
tax purposes, the difference in the reckon- 
ing of taxable income, which the Ma 
chinery Institute found to be $38 billion, 
would have effected a tax saving of more 
than $17 billion. “As it is,’ states the In 
stitute, “corporations have paid more 
money 1n income taxes for the seven post- 
war years than they have salvaged in real 
profits ($111 billion against $88 bil 
lion).” 

In calling attention to the significance 
of the situation, the Machinery Institute 
said, “. . . the overstatement of recent 
corporate profits and net savings has led in 
many quarters to an unwarranted compla- 
cency about the supply of funds for equity 
financing. This complacency rests on the 
belief that corporations have saved, and 
idded to equity, some $72 billion in the 
postwar period. When this figure is cor 
rected to $34 billion of real net savings, 
however, the picture is drastic ally altered 
Instead of being comparable to the in 
crease in corporate debt during the period 
(around $80 billion), net savings falls 
far below it. Even when we add the $13 
billion realized (net) in the interval from 
the sale of stock, the total addition to 
equity of $47 billion is still below the ad 
dition to debt.’ 

In support of its position that charges of 
excessive postwar profits are based on mis 
conceptions, the Machinery Institute com 
pared postwar profits with profits of an 
earlier, comparable period. The period 
from 1923-29 inclusive was chosen for 
comparison purposes because it is the same 
length as the postwar era to date, seven 
years, and, also, because it is the most re 
cent prewar period of sustained prosperity, 
broken only by mild recessions in 1924 
and 1927. The Machinery and Allied 
Products Institute's findings show that: 


l. Expressed as a percentage, either of 
private national income or of sales, cor 
rected postwar profits are substantially be 
low the averages of the corresponding per- 
centages for the comparison period. Profits 
averaged 8.6 per cent of privately pro 
duced national income and 5.3 per cent of 
sales in the 1923-29 period, as compared 
to only 6.0 per cent and 3.2 per cent, re 
spectively, in the postwar years. “If we 
may judge by this test of profits corrected 
to reflect the total cost of capital con 
sumed,” Machinery Insti 
“postwar profits have been consist 


concludes the 
tute, 
ently and substantially subnormal.”’ 

2. Replacement cost of physical assets 
consumed in the postwar period exceeds 
the cost actually charged by more than 
$38 billion, thus reducing reported profits 
by that amount. Approximately $16 bil- 
lion represents the undercosting of inven 
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tory, and $22 billion the undercosting of 
fixed assets used up in production. 

3. When retained earnings, commorly 
referred to as “net corporate savings,” are 
corrected to provide for the replacement 
of physical assets on a replacement-cost 
basis, they decline from $72 billion to $34 
billion. 

1. Postwar dividend payments have 
averaged 3.7 per cent of privately pro- 
duced national income as compared to an 
average of 5.9 per cent for the 1923-29 
period. 

5. Postwar corporate profits as a per 
centage of net worth, computed with 
profits corrected to reflect the total cost of 
capital consumed and net worth recom 
puted by including net fixed assets at re 
placement cost, average 5.9 per cent as 
against 5.8 per cent for the 1923-29 pr 
riod. Since the correction to net worth 
does not take into account the adjustment 
of inventory to a replacement-cost basis, it 
is apparent, according to the Institute, that 
postwar profits-to net-worth ratios are 
even more modest than these figures re 
veal. 

6. When corrected profits for the two 
periods are expressed in terms of constant 
(1950) dollars, profits for the postwar 
period average only moderately higher 
than for the 1923-29 period, despite an 
increase of about 90 per cent in the physi 
cal volume of private production in the 
interval. Thus, observes the Institute, post 
war profits have lagged behind the growth 
of the economy. 


Copies of Capital Goods Review Num 
ber 12 on “Inflation and Postwar Profits” 
are available, at twenty-five cents per copy, 
from Machinery and Allied Products In- 
stitute, 120 South LaSalle Street, Chicago 
3, Illinois. 
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IN JAMISON INSURANCE AUDIT 


EXPOSURES TO LOSS 


Particular attention is given to those loss exposures which could 
lead to large uninsured or inadequately insured losses. 


” 
-: 


PREMIUM SAVINGS AVAILABLE 


Phe savings in premium available on present policies are tre 
quently more than sufficient to cover the cost of essential in 


creases as well as new COVETALES 


3. 


REPORT ON THI 
COVERAGES 


ANALYSIS OF POLICIES AND 


Our reports point out in layman's language what is needed to 
make each policy contract broad enough to fully cover all prob 


able losses. 


HERBERT L. JAMISON & CO. 


Insurance 


Survey, Audit and Advisory Service 
FULTON STREET, NEW YORK 38 











EXECUTIVE 
ACCOUNTANT 


We are a long established professional 
management consulting firm with offices 
in principal cities and clients nationwide 
Our continuing growth in this expanding 
profession opens an unusual opportunity 
for an outstanding executive 32 to 40 
who has a solid record of achievement 
for his age. To qualify you must have 
the personality, the character and the 
competence to work with top manage 
ment executives. You must have indus 
trial experience in one or more of the 
controller's functions, and earlier expert 
ence in public accounting 1s desirabli 
Men on our staff solve key management 
problems for leading companies in all 
major industries. Attractive salary and 
profit sharing. Our policies provide for 
rapid professional, personal and finan 
cial advancement. Travel averages about 
50%, with weekends at home. Current 
need is in our Chicago office, but oppor 
tunities may develop in other principal 
cities. Send your complete resume, in 
cluding age and earnings record to at 
range for interviews. Box D-2044 
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MR. WRIGHT MR. BURBOTT 


PAST PRESIDENTS OF CONTROLLERS 


Edwin W. Burbott, vice chairman of 
A. B. Dick Company, Chicago, and Chris 
tian E. Jarchow, executive vice president 
of International Harvester Company, Chi 
cago, were honored at the December 10 
meeting of the Chicago Control of Con 
trollers Institute for theit 
over the years to the work of Controllers 
Institute and Controllership Foundation, 
research arm of Controllers Institute 

Mr. Burbott (second from left above ) 
and Mr 
above) served as national presidents of the 
Institute for the 1944-1945 and the 1947 
1948 terms respectively Mr Jarchow also 
held the position of chairman of | the 
Board for the 1948-1949 term of office 

At the right, in the picture above, 1s 


contributions 


Jarchow (second from. right 


MR. PERRY 


CONTROLLER 


ONNELL MR 


MR. JARCHOW MR. MEYER 


Charles Z. Meyer, immediate past presi- 
dent of Controllers Institute and current 
chairman of the Board of Directors, who 
presented the plaques. He was introduced 
by John W. D. Wright (extreme left 
above), president of the Chicago Control. 

In addition to his service as National 
President, Mr. Burbott was given recogni 
tion for the following: 

1941-42, President of the Chicago Con 
trol; 1942-44, National Vice President ; 
1942-45, National Director; 1942, Gen 
eral Chairman of the Annual Meeting; 
1947-48, Chairman, National Committe« 
on Ethics and Standing ; 
1948-49, Chairman, National Committe« 
on Ethics and Eligibility Standards ; 1949 
51, President, Controllership Foundation 


Professional 


DALBECK 


we PP 
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“The members of 

Controllers Institute 
assembled at 

their Annual Meeting 

do hereby gratefull 

acknou ledge the 

contributions to controllership 


INSTITUTE HONORED 


Mr. Jarchow’s plaque listed the follow- 
ing contributions to the Institute's activity 
and progress over the years: 

1944-45, Chairman, National War 
Contract Termination Policies Commit- 
tee; 1944-48, National Director; 1945-47, 
National Vice President; 1947-1948, Na 
tional President; and 1948-1949, Chair 
man of the National Board of Directors 

The members of the Boston Control of 
Controllers Institute honored Henry ¢ 
Perry and Edwin E. McConnell at a dinner 
mecting of the Control held in Putnam & 
Thurston's Restaurant, Worcester, Mass., 
on December 10. 

Mr. Perry (left below) and Mr. Mc 
Connell (center tn photograph ) were 
awarded plaques by D. H. Dalbeck, treas 
urer, Reed-Prentice Corp., Worcester, 
Mass., who is president of Boston Control. 

The plaques commemorated services to 
the Boston Control and Controllers Insti- 
tute by Messrs. Perry and McConnell, both 
of whom have served as national presi- 
dents of Controllers Institute in bygone 
years, 

Mr. Perry is treasurer of Heywood 
Wakefield Company, Gardner, Mass., and 
Mr. McConnell is controller of Norton 
Company, Worcester, Mass. 

The plaque given Mr. Perry listed the 
following services to the organization: 

1934-40, National Director; 1935-37, 
National Vice President; 1937-38, Na- 
tional President; 1941-46, Chairman, Na 
tional Education Committee; and 1950 
51, Vice Chairman, National Education 
Committee. 

Mr. McConnell’s plaque included the 
following citations for his contributions: 

1943-44, President, Boston Control; 
1944-45, National Vice President: 1944- 
17, National Director; 1945-46, National 
President; and_ Institute Representaive, 
Advisory Council on Federal Reports, 
1943-49 and 1951-53. 





The December 9 meeting of the Cin- 
cinnati Control featured presentation of a 
plaque to K. Y. Siddall, comptroller, The 
Procter & Gamble Company, Cincinnati, 
in recognition of his services as president 
of Controllers Institute of America dur 
ing the 1948-49 term, as well as chairman 
of the Board of Directors of the Institute 
during the following year. 

In the photograph below the plaque is 
being presented to Mr. Siddall (second 
from right) by Maurice W. Grisebaum, 
comptroller, Albers Super Markets, Inc 
Mr. Grisebaum is president of the Cin 
cinnati Control of the Institute. 

Witnessing the presentation are (lett 
to right in photograph) Walter A. Smith, 
controller of the Crosley Division, Avco 
Manufacturing Corporation, Cincinnati 


MR. SMITH MR. BARTH MR 


CONTROLLERSHIP — 
The Work of the Accounting Executive 


(Continued from page 72) 


PART |li—Accounting Reports 


The third part consists of five chapters 
(21-25, inclusive) on accounting reports 
This general subject of reports is treated 
under separate chapters for internal man 
agerial reports, reports to stockholders, r 
ports to employes and the general public, 
reports to governmental agencies and s« 
curitics exchanges, and reports to credi 
tors. 

Internal managerial reports are dis 
cussed to reflect their importance, espect 
ally in supplying intelligible information 
to executives. There follows a very general 
description of reports along with some ex 
cellent illustrations of the various kinds 
which might be prepared to meet the 
needs of persons all along the managerial 
eche lon 

The controller's function in the prep 
aration of reports ts well summarized (p} 
423-424) by pointing out how the con 
troller's usefulness depends upon his 
knowledge of the company, his sympa 
thetic understanding of the problems of 
the men who manage the various activities 
of the business, and who therefore can in 


GRISEBAUM 


and treasurer of the Cincinnati Control; 
W. G. Barth, comptroller, The Cincinnati 
and Suburban Bell Telephone Company, 
Cincinnait, and secretary of the Cincinnati 
Control; and at the extreme right William 
H. Zimmer, vice president and treasurer 
of The Cincinnati Gas & Electric Co., who 
Is Vice pre sident of the Cincinnati Control 

Mr. Siddall’s plaque gave recognition 
to the following services to the Cincin 
nati Control and Controllers Institute; in 
addition to the presidency and board chair 
manship mentioned previously 

1943-44 President, Cincinnati Control 
1944-46 National Vice President; 1944 
17 National Director; 1946-47 Chairman, 
National Budget and Finance Commit 
tee; and 1951-52 Trustee, Controllership 
Foundation 


MR. SIDDALL MR. ZIMMER 


terpret the general operational plan to 
them and relate it to performance as it 0 
curs in the various departments of activity 
Likewise the reporting of the controlles 
should be sympathetic enough so that hi 
will “present to central management many 
ef the problems of the men at the front 
(p 423) 

Reports to stockholders are 
(Chapter 22) as having the major objec: 
tive of accounting for stewardship. Th 


disc ussé d 


modern view of the controller as the com 
pany's representative in the preparation of 
its statements is described and related to 
the responsibility of the controller as it in 
turn relates to the ultimate responsibility 
of the company tts If 

In the succeeding chapter reports to em 
ployes are described in terms of that de 
yree of simplicity required tor nontech 
nical readers. They add to this an expres 
sion of the desirability of showing figur 
in terms of amounts per employe, especi 
illy with respect to reflecting investment 


per employe Reports to th publi ire ce 


THE CONTROLLER. 


scribed as having the basic objective of 
clarifying Misconceptions arising through 
accident or adverse propaganda. This 
treatment ignores how reports used for 
public and employe relations may be clart 
fied by giving effect to changes tn the value 
of the dollar 

Reports to governmental divisions ar 
discussed (Chapter 24) under such head 
ings as the general nature of reporting to 
governmental agencies and the activities 
of the Securities and Exchange Commis 
sion relative They also in 
sert the listing requirements of the New 
York Stock Exchange. To this they add 
considerable detail about reporting under 
regulations of the Securities and Exchange 
Commission. This discussion treats much 
more lightly the matters of reporting to 
the Federal Trade Commission (or in 
dealing with investigations instigated un 
and the 


to disclosure 


der its administration ) various 
commissions regulating utilities engaged 
in interstate commerce. Re porting to the 
census, including changes in its require 
ments from one census to another, and the 
reporting to state regulatory COMMISSIONS, 
such as the reporting of insurance com 
panies to the state insurance Commission 
crs, are not COVE red. 

General matters of reporting to credit 
agencies and banks ts covered in Chapter 
5. In this connection the authors do not 
evaluate the degree of acceptability for 
credit purposes of reports already useful 
for managerial or other purposes 


PART IV—Administration of Controller's 
Department 

Part Four consists of six chapters (26 
31, inclusive) on the administration of 
the controller's department. Here the 
authors cover such topics as organization 
special functions such as internal audit 
ing, office management, closing of books, 
procedure manuals, and the maintenance 
and destruction of records. These subjects 
generally receive the usual treatment. The 
schedule of requirements given in Chap 
ter 31 for the preservation of records 1s 
useful. 


PART V—Other Problems of Controllership 

The fifth, concluding part continues 
with special considerations pertaining to 
the controller's department and touches 
upon such problems as physical inventory 
procedures, tax matters, insurance, purely 
and how the 
contributes to industrial relations 

The concluding chapter is worthy of 
special mention in that it goes into such 


corporate records controller 


problems as the relationship of the con 
troller and the public accountant and the 
place of the with 
Management audits. These, together with 


ontroller respect to 


i few matters given minor attention, con 


lude the book 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


LELAND L. MILLER (#54394-1951), gen 
eral auditor of the Richmond, Fredericks 
burg and Potomac Railroad Company, Rich 
mond, Va., has taken over the duties and re 
sponsibilities pertaining to the Accounting 
Department, succeeding in this respect W 
C. Carrick, comptroller, who retired on 
January 1, 1954. Mr. Miller is chairman of 
the Committee on State and Local Taxa 
tion of the Richmond Control of Controllers 
Institute 


Frepertc M. HapLey ($4083-1947 ) treas 
urer, Eli Lilly & Co., Indianapolis, Ind., and 
Indianapolis Control of 
1952-53, has been 


president 


president of the 
Controllers Institute, 
named assistant executive vice 
He was succeeded as treasurer of the com 
pany by J. O. WayMIRE (#4394-1948 ) 


THOMAS J. TOBIN (#827-1936) 
president and comptroller of the Erie Rail 
road Co., Cleve- 
land, Ohto, has 
been elected to 
the newly created 
position ot vice 
president for fi 
nance and ac 
counting. The 
new position was 
created in a re 
alignment of de 
partments fol- 
lowing the death 
of GERARD B. 
TOWNSEND, sec 
retary and treas 
urer, on December 12, 
arrangement, the treasury 
departments will be under Mr: 
jurisdiction. The office of secretary of the 
company will report to the president 

Mr. Tobin started his railroad career 44 
years ago with the Chicago & Alton, now 
the Gulf, Mobile and Ohio Railroad. In 
1918 he went with the Interstate Commerce 
Commission as accountant in charge of in 
vestigations under the Valuations Act of 
1913. He joined the Erie as a valuation ac 
countant in 1922 and was successively pro 
moted to general accountant, assistant comp 
troller and comptroller. He was elected vice 
president and comptroller in 1949 


MR. TOBIN 
1952. Under the new 
and accounting 


Tobin's 
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vice 


He is vice president and trustee of Con 
trollership Foundation, Inc., research 
of Controllers Institute, and a member at 
large of the Advisory Council on Federal 
Reports, official business consultant to the 
U.S. Bureau of the Budget. He is past na- 
tional vice president and director of Con 
trollers Institute, which he also served as 
president of the Cleveland Control. He has 
served as Chairman of the accounting di 
vision of the Association of American Rail 
roads and is an honorary member of Beta 
Alpha Psi, national accounting fraternity 


arm 


HERBERT M. RAMEL (#1073-1937), vice 
president, Ramsey Corporation, St. Louis, is 
currently serving as chairman of the Labor 
Committee of the Missouri State Chamber 
of Commerce. Mr. Ramel returned some 
time ago from attending the sessions of the 
Metals Trade Committee of the Interna 
tional Labour Organization at Geneva, 
Switzerland, and in a recent issue of Mzs 
‘ournt Business, published by the Missouri 
State Chamber, he presented his observa- 
tions of the sessions. Mr. Ramel warned 
particularly about the “recent trend toward 
the use of international ‘conventions’ as a 
device to go beyond the strict field of inter 
national relations,” particularly against ac 
ceptance of any “convention” Which will do 
violence to the American constitutional sys 
tem of enactment of law. 


GORDON F,. GILMORE (#2339-1942 ), treas 
urer and controller, L. E. Waterman Pen 
Company, Seymour, Conn., is now secre- 
tary-treasurer of the company. Mr. Gilmore 
was formerly associated with Whitney 
Chain Co., Hartford, Conn., as treasurer 
He served as president of the Hartford Con 
trol of Controllers Institute, 1951-1952. 


FREDERICK WILLIAM CROSSLEY (#5204 
1951) was recently elected president of the 
Canadian Institute of Stove and Furniture 
Manufacturers. Mr. Crossley is a director 
and treasurer of the Coleman Lamp and 
Stove Co. of Toronto, with which he has 
been associated both in the United States 
and Canada. In addition to his membership 
in the Toronto Control of Controllers Insti 
tute of America, Mr. Crossley is also a mem- 
ber of the Advertising and Sales Club of 
Toronto and the Toronto Board of Trade 
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RoBerRtT C. TYSON (#3864-1947 ), comp 
troller and vice president, United States 
Steel Co: pora- 
tion, New York, 
has been elected 
vice chairman of 
the finance com- 
mittee and a 
member of the 
Board of Direc 
tors. He will con- 
tinue as comp- 
troller. Mr. Tyson 
has been associ- 
ated with the cor- 
poration since 
1939 when he was 
appointed  assist- 
ant audit supervisor. Later he advanced to 
general accountant and assistant comptrol- 
ler. He was elected comptroller in February 
1950 and vice president in January 1951 


MR. TYSON 


HENRY F. ELBERFELD (#257-1933), for 
merly vice president-finance, Colgate-Palm 
olive-Peet Co., Jersey City, N. J., is now 
president of the Heldor Manufacturing Cor 
poration, Bloomfield, N. J. 


C. M. Gorvon (#3342-1945), general 
auditor, the Pittsburgh & Lake Erie Rail- 
road Company, Pittsburgh, Pa., has been 
named assistant vice president of the com 
pany. He succeeds J. H. JAMES, who retired 
in December after 47 years of service. 


Haroip B. Myers has succeeded CHrIs 
TIAN E. JARCHOW (#568-1935) as comp- 
troller of International Harvester Company, 
Chicago, Ill. Mr. Jarchow, who was elected 
executive vice president and comptroller in 
February 1952, will devote his time more 
exclusively to his duties as executive vice 
president 

Mr. Myers joined the company as an as 
sistant traveling auditor in 1922. In 1927 he 
went to Argentina as assistant general audi- 
tor of Harvester’s Argentine subsidiary 
From 1928 until his return to U.S. in 1932 
he served as general auditor of that com 
pany. In 1944 he became Harvester’s assist 
ant comptroller 


BERNARD S. Ropey, JR. (#1611-1939), as 
sistant secretary, Consolidated Edison Com 
pany of New 
York, Inc., was 
elected chairman 
of the Account 
ing Section of the 
American Gas 
Association fort 
the current year 
at the recent 
AGA Convention 
in Atlantic City 
Mr. Rodey, who 
is a past presi 
dent of the New 
York City Con 
trol of Control- 
lers Institute, succeeded RALPH F. M¢ 
GLONE, the East Ohio Gas Co., Cleveland, 
as chairman of the AGA Accounting Sec 
tion. Paut E, Ewers, Michigan Consol: 
dated Gas Company, Detroit, was elected 
vice chairman. 


Blackstone 


MR. RODEY 














JAMES F. BRANDT (#297-1934), vice pres! 
dent, comptroller and director of Swift & 
Company, Chi 
cago, Ill, has re 
tired after 46 
years of service 
He started with 
Swift at the age 
of 18 as a clerk 
and closed his ca 
reer as one of the 
company's top 
executives. 
Within eight 
years after join 
ing Swift, Mr. 
Brandt was given 
his first adminis 
trative responsibility as head of the bonding 


MR. BRANDT 


department. He became assistant office man 
ager in 1927 and general office manager 
four years later. In 1932 he was elected as 
sistant comptroller, in 1939 comptroller, in 
1943 vice president and comptroller and in 
January 1950, a director 

He was active in the Chicago Control of 
Controllers Institute and served as chairman 
of the Program Committee for the Insti 
tute’s 1944 Annual Meeting, as well as 
chairman of the Foods and Beverages In 
dustry Conference at the 1948 Annual Meet 
ing. 

His many civic activities included work 
with the Community Fund and the Ameri 
can Red Cross. For years he devoted much 
of his time to the Boy Scouts of America 
and was awarded the Silver Beaver decora 
tion in 1939 tor meritorious service. 

Mr. and Mrs. Brandt plan to maintain 
their home in Hinsdale, Illinois, but will 
spend much time traveling. 

T. G. REDMAN (#4269-1948 ) 
clected comptroller to succeed Mr. Brandt 

Mr. Redman, 
who has been as 
sistant comptrol 
ler for more than 
five years, joined 
Swift in 1919 at 
the age of 15 as 
a messenger. 
Within two 
years, he began 
his career in fi- 


has been 





nancial and ac- 
counting work 
and in 1931 en- 


MR. REDMAN 


tered the general 
accounting de- 
partment. He transferred to the comptrol 
ler’s office in 1936. He was appointed assist 
ant comptroller in 1947. He is a director of 
the Chicago Control of Controllers Institute 

D. C. BURKHOLDER, who has been with 
Swift since 1934 in various accounting and 
management roles, has succeeded Mr. Red 
man as assistant comptroller 


C. Howarp PAuL (#2756-1943), secre 
tary and treasurer of Mackintosh-Hemphill 
Co., Pittsburgh, Pa., has been elected a vice 
president of the corporation. He joined the 
firm in 1917 and became comptroller in 
1924; was named assistant secretary-treas- 


urer in 1929; secretary and treasurer in 


1936; and a member of the Board of Direc 
tors in 1944. 
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ARTHUR P. BROWN (#4127-1948) has 
been appointed comptroller of Solar Att 
craft San Diego plant. Mr 
Brown was formerly afhliated with E. W 
Bliss ¢ ompany, Canton, Ohio, as corporate 
comptroller secretary-treas 


Cormpany s 


and assistant 


urelr 


JOHN W. LARSEN (#572-1935), control 
ler, the Bowery Savings Bank, New York, 
was recently elected a vice president of the 
bank 

G. EDWARD COOPER (85191-1951), as 
sistant vice president and comptroller, Phil 
adelphia National Bank, Philadelphia, Pa 


Is NOW a vice president, 


GEORGE W. SCHWARZ (#1268-1938 ), vice 
president-controller since 1948 of Wyan 
dotte Chemicals 
Corporation, 
Wyandotte, 
Michigan, was 
recently ad- 
vanced to vice 
president and 
treasurer. 

Mr. Schwarz is 
a past director 
and a past vice 
president of Con- 
trollers Institute 
and is now a 
member of its 
Advisory Coun- 
cil. He ts also a vice president of the Na 
tional Association of Cost Accountants 

From 1942-1943, Mr. Schwarz served as 
president of the Detroit Control of Control 
lers Institute and he was vice chairman of 
the 21st Annual Meeting sponsored by the 
Detroit Control in October 1952 





MR. SCHWARZ 


CLARENCE H. LICHTFELDT (#1661-1940 ) 
comptroller of the First Wisconsin National 
Bank, Milwaukee, Wis., is director of the 
School for Bank Auditors and ( omptrollers 
which will be sponsored at the University 
of Wisconsin, Madison, June 29-July 11, 
1953, by the National Association of Bank 
Auditors and Comptrollers 

EDWARD F. Lye (#1401-1939 ), vice 
ident and comptroller, City National Bank 
and Trust Company, Kansas City, Mo., has 
been named section leader for the first year's 


pres 


curriculum at the NABAC School, which 
will feature bank accounting 
IRA C. CHANEY, auditor, Crocker First 


National Bank, San Francisco, will be se« 
tion leader for the year 
bank auditing 

ROBERT W. FIscHer (#5 
sistant comptroller, First National Bank of 
Minneapolis, Minn., will be 
tor the third year course on bank control 


second course on 
999-1952 ) as 


section leader 


FAYETTE E. ELWELL (#4525-1949), dean 
of the School of Commerce, University of 
Wisconsin, is also active in the NABA¢ 
School program. Dean Elwell is an asso 
ciate member of Controllers Institute 

M. B. MorTON (#1681-1940) has been 
elected a vice president of the newly or 


ganized Colgate-Palmolive International 
which company will aid in coordinating Col 
gate’s foreign operations carried on by 2° 
four branches 


subsidiaries, and an ¢ 


department 


Kport 





DeWirr L. MIetKe ($44324-1948) has 
joined Tecumseh Products Company, Te 
cumseh, Mich., as assistant treasurer-comp 
troller. He was formerly assistant treasurer 
of the Acklin Stamping Co., Toledo, Ohto 

GEORGE B. Moore (#3967-1947), treas 
urer, H. H. Robertson Company, Pittsburgh 
Pa., has been elected vice president and 
treasurer of the company 

THEODORE ROTHMAN (#895-1937), CPA 
partner, Rothman, Flambert & Co., Los An 
veles, Calif., is now vice president of Pacitu 
Concessions Service Corporation of the same 
city 

HaROLD A. MACKINNON (83181-1944 
assistant comptroller, General Electric Con 
pany, Schnectady, N. Y., was recently elected 
a vice president and will be general man 
ager of the component products division 
with headquarters at Fort Wayne, Indiana 











Are fixed assets 
“‘things”’ 

or accounting 
entries ? : | 





@ Management's responsi- || 
bility to its stockholders — |} 
for property accountabili- 


ty, protection and control 
requires a provable per- 
petual inventory of the || 
property items recording — || 
their description, location, | 
cost, and value. 
American Appraisal Ser- 
vice will assist ’manage- |}, 
ment in preparing and 
maintaining such a record. | 
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Now...a really small, low-cost 


Folding Machine! 


eo The FH is 

little larger than 
atypewriter and 
costs little more! 


At today’s salaries, all folding by hand 
isexpensive, as well as inefficient, tedious, 
time-taking. Nobody likes tofold! Ineven 
small offices this new FH Pitney-Bowes 
Folding Machine saves time and money. 

The FH is little larger than a standard 
typewriter, costs but little more! Wt will 
make two folds in one operation, handle 
various weight papers, in sizes from 84 
by 14 inches, down to 3 by 3! It makes 
eight different basic folds. And it folds 
fast—up to 5,000 pieces per hour! 

Semi-automatic, electrically driven, 
the FH is fast. 


accurate as well as 


PITNEY-BOWES 


Folding Machines 


Made by Pitney-Bowes, Inc originators 


of the postage meter ...93 branch offices 


with service in 199 cities in U.S, and Canada 


Easy! Fold a sample sheet as 
you want it, then measure the 
width in inches of each foid on 
the metal rule, then... 


Move indicator knobs on the inch 
scales to set the FH for the wanted 
widths of the first and second 
folds, and it’s ready to go. 


Anybody can learn to use it after only 
a minute’s explanation. 

Light-weight and portable, it can be 
moved easily around office, shop, or 
factory; and takes very little desk space. 

The FH takes only a minute to set up, 
can be used profitably on even small jobs. 
And it quickly pays for itself. 

Call the nearest PB office, 
or send the coupon for free 
illustrated booklet, 

The FULLY AUTOMATIC 


model FM folds up to 


19,000 sheets an hour. 
CGS a ae ae oe oe oe ow oe we oe oe oe 


PitNney-Bowes, IN¢ 


3058 Pacitic St Stamtord, Cont 


Send free booklet on Folding Machine to 
Name 
Firm 


Address _—_— 


W. R. THOMAS (#5752-1952), controller, 
Cutter Laboratories, Berkeley, California, is 
author of an article, ‘How to Keep Out of 
the Red,” discussing a budgetary control 
program, published in the January 1953 is- 
sue of Office Executive. 


FE. W. KELLEY (#4030-1947 ), controller, 
Macy's Kansas City, Kansas City, Mo., has 
been appointed treasurer of the company. 


ROBERT RASMUSSEN (#4082-1947), chief 
cost analyst, Doehler-Jarvis Corporation, 
Toledo, Ohio, has been appointed control 
ler of the Toledo Plants. He joined the com 
pany in 1937 


EDWARD H. ZIER (#3633-1946), control 
ler, the Lionel Corporation, New York, has 
been elected a vice president. 


‘Chive 


Arthur A. Batts, 68, former president and 
chairman of the board of the Carborundum 
Co., Niagara Falls, N. Y., died on January 
8, 1953 in Clearwater, Florida. 

Mr. Batts, a native of Syracuse, N. Y., 
went to work for Carborundum as an office 
boy in 1901 and retired in 1949. At various 
times during his business career Mr. Batts 
served as a director of the National Asso 
ciation of Manufacturers, the American 
Management Association, the National Hy 
giene Foundation and the Associated Indus 
tries of the State of New York. He also had 
been a national counselor of the United 
States Chamber of Commerce. He _ held 
membership certificate #712 in Controllers 
Institute from 1936-1945. 


Arthur E, Duane, 55, vice president of the 
American Trust Company, San Francisco, 
Calif., and a director of the San Francisco 
Control of Controllers Institute of America, 
died of a heart attack on December 17, 1952 
while duck hunting at Celusa, Calif 

Mr. Duane, a native of Brooklyn, N. Y 
had been associated with the American 
Trust Company since 1922. He held mem 
bership certificate #4112-1947 in Controllers 
Institute. 


F. M. Kasch (#268-1933), a retired mem 
ber of the Chicago Control of Controllers 
Institute, died in Chicago on December 6, 
1952 at the age of 68. 

Mr. Kasch was formerly associated with 
the Jewel Tea Company, Inc., Barrington, 
Ill., resigning his position in 1941 for rea 
sons of health after being with the company 
since 1916. During this time he successively 
served as chief branch auditor, auditor of 
disbursements, chief statistician, general ac 
countant, assistant treasurer, treasurer, vice 
president and director 

Previous to joining Jewel he was with the 
Liquid Carbonic Corporation, Chicago, from 
1907-1916 as chief accountant. After his 
retirement he served on a part-time basis as 
consultant with the War Department from 
April 1943 to August 1946. 
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1953 Economic 
Prospects 


The following forecast for the new year 
was presented by Dr. Gerald E. Warren, 
professor of economics, Tulane University, 
New Orleans, before avecent dinner meet 
ing of the New Orleans Control of Con 
troller’ Institute. 


1953 promises to be a year of balances 
Production for defense and war will more 
nearly balance with civilian demands in 
claims upon production. Efforts for future 
production in capital building of plants 
and equipment will be balanced with out 
pouring of new consumer products as well 
as military needs. Prices will be steady to 
casing off with increased quantity of most 
items except some strategic metals. Savings 
now inordinately high and held in liquid 
claims will be reduced as buyers are at 
tracted by steady and slightly decreasing 
prices. 

Inventories are no longer excessive and 
more closely reflect demand from consumer 
for continuing production. Speculative 
holdings have been reduced. Sales are pick 
ing up and business loans are rising, indi 
cating strength and optimism on the part 
of most sellers and producers. 

Number of people employed and all 
measures of activity such as bank clearing, 
car loading and electrical energy generated 
show strength in the productive process. 
Profits and earnings are recovering and tax 
prospects indicate favorable retention and 
dividend possibilities. 

In the face of strength in today’s mar 
kets, the continuing demand by govern 
ment for munitions and war material al 
ready committed and sought in next year's 
budgets, plus the backlog of unfilled com 
mercial orders for 1953, this year of bal 
ances should continue strong and healthy. 
Such scattered signs of problems in exces- 
sive prices, slowing of construction and de 
fense expenditures reaching a peak can be 
prea by the basic strength of full em 
ployment and production. Civilian demand 
and activity can fill in for any slack occa- 
sioned by let-up in war and defense de 
mands, 


Re: Automatic Controls 


An article on “The Role of the Com 
puter” by Louis N Ridenour, formerly 
chief scientist of the Air Force and now 
vice president of the International Tele- 
meter Corporation, was one of eight ar 
ticles on various phases of the subject 
of Automatic Control which featured 
the September 1952 issue of Scientific 
American. Other articles covered an au 
tomatic chemical plant, an automatic 
machine tool and like subjects. Copies 
of the September issue are available at 
50¢ per copy from the publication's 
headquarters at 2 West 45th Street, 
New York 36, N. Y. 
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This is the This is the 
“WALK AROUND" TABLE METHOD STACKED BIN METHOD 





HOW MUCH DOES IT COST ? 


How much do you really know about the cost of gather- 
ing papers? On this page you will find four different 
ways to collate papers—at least one method is 
typical of almost every office. If your method is any- 
thing other than the one illustrated in the lower right 
hand corner, your company is spending hundreds of 
dollars needlessly every year—to say nothing of the 
annoyance, wasted time, and mad scramble to meet 
last-minute deadlines. If you are interested in verified 
dollar savings of from 40% to 70%, and over 500% 
increase in efficiency, just return the coupon below 
for full obligation-free information. 


KIM OA AX This is the 


This is the THOMAS MECHANICAL METHOD— 
GATHERING TRAY METHOD fast, convenient, efficient and accu- 
rate... savings of 40% to 70%. 








FREE —teorn how to 
save up to 70% on even q | I 
the smallest job. Check FOWMNAS a “a tors 


coupon for free collating 


SPECIALISTS IN PAPER GATHERING 
onalysis of your paper 83 SALES AND SERVICE OFFICES 
gathering costs. ® FROM COAST TO COAST 


analysis sheet. Permits easy 


e | 


* THOMAS COLLATORS 
M 30 Church Street, Dept. K 
« New York 7, New York 


. 
| : me folder seri N 11 or 


{ | Portable Table Model Floor Model { | Analysis Sheet 
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Portable Table Model does e 
the work of four girls. 
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High Cost of Common Equity Capital 
Deserves Careful Study by Corporations 


Fi ANCIAL MANAGEMENTS will do well 
to recognize in their planning that com 
mon equity capital has risen greatly in cost 
ince prewar years and will probably re 

main on a high level in the foresee able fu 
ture, according to Roland P. Soule, vice 
president in charge of Research and Plan 
ning of the Irving Trust Company, New 
York. Common equity——in both the form 
of new common stock and retained earn 
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Could You Use 5 
More Filing Space 2 
Let Us Show You How 


Long experience in a multitude of widely 
varying business has shown that ' of 
all non-current records are worthless. In 
other words, you could throw out 1% of 
all your old papers and never miss them 


Why not let our analyst study your files 
then prove how easily you can save time 

space—-money—supervisory time. We 
do not sell equipment; ours is a nation 
ally known, skilled, professional service 
for developing fool-proof filing systems 


" te today for FREE Rulletin What Fil 
to Keep 
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ings deserves the important position it 
has held in postwar financing, he recently 
told the winter meeting of the Manufa 
turing Chemists’ Association. But even 
good grad industrial COMpanics now find 
it nearly six times as expensive as bor 
rowed capital, he said, whereas before th 
war it cost only twice as much. 

Som companics must now carn as 
much as 20% on equity-financed projects 
merely to break even from the stockhold 
ers’ point of view, he said. 

Many managements might profitably 
take several steps under today’s conditions 


he said. They should: 


1. Raise their sights in estimating what 
rate of return to expect from new project 
of certain types, 

2. Recognize that a reduction in the 
cost of equity capital is one of the advan 
tages of diversifying a business or other 
wise improving the “quality” of its earn 
ings; 

3. Keep investors fully imformed 
their company's progress so that this prog 
ress will be fully reflected in higher prices 
for thew stocks and lower costs of then 
equily capital; and 

i. Re-examine capital structures ft 
make suve the best balance exists between 


cheap, risky borrowed capital and safe, 
tly equily ipital. 


Mr. Soule pointed out that to the a 
countant borrowed capital is the only type 
of capital which has cost. Yet in the eyes 
of the common. stockholder preferred 
stock, common stock and retained earn 
ings have cost as well. The cost of bor- 
rowed capital is measured by interest 
yields and the cost of new preferred by 
preferred dividend yields, but the cost 
of new common stock is not fully meas- 
ured by common dividend yields, he said. 
Something more must be considered. 

‘The common stockholder has a type of 
ownership position which cannot be 
valued in terms of dividends alone but 
which requires recognition of his equity in 
carnings. Hence the cost of new common 
stock capital is measured, at least in the 
eyes of the common stockholder, by its 
‘earnings yield,’ or the ratio of carnings to 
market price,” he said. When, for ex- 
ample, a company with earnings of $1 a 
share sells its new stock at $10, the earn 
ings yield is 10% after taxes. If taxes are 
50°, then the earnings yield before taxes 
1s 20%. 

Using the Standard Statistics indices of 
the average yields of Al bonds and indus- 


SYRACUSE CONTROLLERS MARK I5TH MILESTONE 


The Fifteenth Anniversary of the Syra 
cuse Control of Controllers Institute was 
observed at a dinner meeting on Decem 
ber 16 in the University Club. Those at 
the head table who were honored on th« 
occasion of the Anniversary included th: 
following: (standing, left to right, in rear 
of group above) 

William H. Schrader, vice president, 
Easy Washing Machiré Corp.; John H 
Baker, manager, Finance Department 
Carricr Corp.; Paul Haase, assistant man 


aging director, Controllers Institute ; Dun 
can K. Van Cleef, vice president and treas- 
urer, L. C. Smith & Corona Typewriters, 
Inc.; Arnold E. Woonton, secretary-treas 
urer, New Process Gear Corp.; Herbert S 
Howard, assistant controller, Niagara Mo- 
hawk Power Corp.; and Bernard J. Whit- 
bread, controller, Onondaga Pottery Co. 

Messrs. Schrader, Van Cleef, Woonton, 
Howard and Whitbread are past presi 
dents of the Syracuse Control of which 
Mr. Baker is currently president. 





trial preterred stocks and the Dow-Jones 
index of industrial common stock prices, 
Mr. Soule stated that the pretax cost of 
common equity capital rose from an aver 
age rate of 8.1 in 1937 to 20.9C% In 
1951. In contrast, the pretax cost ot pre 
ferred stock rose only from 5.3% to 8.43% 
in the same period. The cost of long-term 
debt actually from 
2.9%. 


Most companies make it a practice to re 


declined 4.6% ° to 


tain a portion of their carnings as prote: 


tion against various contingencies, Mr 
Soule said. Not all of their retained earn 
ings, however, have been used for this 
purpose alone. A large portion in recent 
gone into plant 
When thus used, the question of their 
cost becomes important. 

While some managements appear dis 
posed to regard retained earnings as fre 
of all cost, Mr. Soule disputed this view 
point. He pointed out that in the eyes of 
the common stockholder their cost 1s the 
same as that of new common stock. “Both 
retained earnings and new common stock 
are merely different forms of common 
equity capital. And the cost of common 
equity capital to a company ts always the 
lowest when the earnings yicld of its com 


expressing the 


years has expansion 


mon stock is the lowest or 
‘same relationship in a more familiar form 

when the price-carnings ratio of tts 
common stock is the highest.’ 


PRICE-EARNINGS RATIOS 


Price-carnings ratios in Mr. Soules 
opinion reflect investor confidence toward 
both the market as a whole and individual 
stocks. The confidence in the market as a 
whole was lowest in 1950, when the pric 

carnings ratio of the Dow-Jones industrial 
stocks sank to about 7, compared with 15 
in 1937. In 1951 it rose to nearly 10 be 

cause of increased confidence in the long 


= 


term outlook for general business coupled 
with the effect of increased buying by pen 
sion trusts and investment companies. The 
ratio 1s now about 1114 but this is still 
equivalent to a pretax cost of 18% for 
common equity capital, on the basis only 
of combined normal and surtax rate of 
529%. 

He added, “In any one year the more 
favored stocks consistently — command 
much higher ratios than the less favored 
ones. This difference in favor again scems 
to be largely a matter of confidence. And 
the confidence is highest in the companies 
whose carnings seem to the investor to 
have the highest ‘quality. 

What then does quality consist of 7 
It appears to be determined principally, 

Mr. Soule said, by two things: stability 
and durability. 

Stability’ means resistance to the ups 
and downs of the business cycle. Thus, the 
carnings of a pharmaceutical, tobacco or 
other consumer goods company are inher 
ently more stable than those of a steel, 
machine tool or other capital goods com 
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pany of the prince-or-pauper type Dura 
bility’ in earnings, on the other hand, 1s 
the capacity to resist possibl long-term 


developments of an adverse nature. Such 
developments might include the shifting 
or disappearance of markets, the techno 
logical obsolescence of products or proc 
esses, and the appearance of new competi 
tion Singek product cOMpantes in ncw in 


dustries are particularly vulnerable to such 


contingencies, Whereas well-diversitied 
well-managed and growing companies in 
proved industries are much more im 


mun 
The stocks of the 


chemical companies have consist ntly com 


well-diversitied 


manded price-carnings ratios from on 


third to one-half higher than those of the 
Dow-Jones industrial stocks, he said 


Remarking on the great divergencies to 
be found among the capital structures ot 
20) diversified chemical companies, Me 
Soule asked whether this was justified by 
SUC h ditte ronees Aas the re have be ch tm the if 
relative rates of growth and other operat 


ng characteristics 


( ipital structures, like everything else 


can get out of date and may in some in 
stances include more common equity with 
out undue risk he said 


The r* 


sarily conservative capital structure than 


is ho more Merit to an unneces 


to an unnecessarily conservative ¢ NpPilies Lf 
ing design. Each must have an adequat 
safety factor, of course, but a safety factor 
which ts needlessly high may become at 
least from the common stockholder's point 
little than a costly waste 
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Whats Lifferent 
about \nvesting for the 
Pension Fund? 


HE OBJECTIVE, PRIMARILY. 


some other investors, the administrator of a pension 
fund is concerned with an actuarially calculated 
average return overa longer term rather than imme 
diate gain or the highest possible gain, Tax exemp 
tion and marketability are of minor significance, for 
the income from pension fund's investments are tax- 


exempt by law, and most often are held to maturity. 
G Selected high grade bonds fill all requirements 
of the fund investor—safety, diversity, dependable 
They are the backbone of 
sound fund investment. And we can supply them 
in the quality, quantity, maturities and diversity 
required by the fund trustee. Send without obliga- 
tion for our latest offering list. 
HALSEY, STUART 
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s OPPORTUNITIES *« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof eac/ 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for bos 
number. Closing date 10th of preceding mont! 


CON 


New 


Address box number replies to THE 
TROLLER, One East Forty-second Street 
York 17, N. Y. Replies will be forwarded 





HELP WANTED 





ACCOUNTANT 


We are seeking an accountant to fill the 
newly created position of assistant and undet 
tudy to our chief accounting officer. This man 
hould be a C.P.A. or the 


should experience 
corporation accounting, Some tax experience 


equivalent and 


have some in public of 


would also be desirable. Our company has a 
record of continuous profits and gradual ex 
pansion for more than 43 years and we can 
offer a sound future to the man who 1s prop 
erly qualified. He will competent 
upervision and leadership to help him real 
ize hus full potentialities. Starting salary wall 
be based on individual experience and ability 
For the person with an eye to the future, we 
have an excellent profit-sharing 
plan and full group insurance benefits. Write 
us your complete personal and business his 
tory. Your replies will be held in strict conti 
Box 2045 


receive 


retirement 


dence 





SITUATIONS WANTED 





EXECUTIVE ACCOUNTANT (CPA) 
offers proven accomplishment record empha 
sizing costs and management planning at ad 
in public and private indus 


ministrative level 


try. Desires controllership responsibility or 
equivalent in medium-size manufacturing com 
pany requiring a thoroughly competent, ageres 
Married 


sive and resourceful executive. Age 42 
Box 2016 


EXECUTIVE ACCOUNTANT 

Offering 11 years public accounting experience 
1, years corporation controller and 11) years 
system specialist for aircraft) manufactures 
C.P.A., Member A.T.A., N.A.C.A., C.LA. Mat 
ried, age 39. Desires heavy responsibilities com 


mensurate with earnings. Box 2042 


EXECUTIVE ACCOUNTANT 


Consolidation makes available chief accountant 
of multi-branch chemical concern. Formerly in 
construction, Tax man 
distribution 
Earning $8,000.00 


Box 2043 


machinery manutacture 
budgets and forecasts 


IBM, etc 
N Y« area 


agement, 
costs, 


Age 38, famuly 


systems, 





NOTK: Tue ConTRoLLeR reserves the right to a 
cept, reject or censor classified copy and takes no re 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold 








APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 
6 CHURCH STREET ATLANTA 


NEW YORK, N.Y. CHICAGO 
ST. Louis 


BOSTON 
PHILADELPHIA 
PITTSBURGH 











Accounting Group Forming to Advise 
Government on Financial Administration 


Gail A. Mills, controller of Princeton 
University, Princeton, N. J., and Raymond 
G. Lochiel, vice president and comptrol 
ler, Capital Airlines, Washington, D. ¢ 
have been nominated by Controllers Insti 
tute of America to serve on the new Pro 
fessional Council on Federal Financial Ad 
ministration. Their designation was an 
nounced by Edmund L. Grimes, president 
of the Institute, who ts executive vice presi 
dent of the Commercial Credit Company, 
Baltimore, Md 

The Council, on which Mr. Mills and 
Mr. Lochiel will serve in a personal ca- 
pacity, is in the process of formation. Its 
purpose will be to extend the facilities and 
skills of the accounting profession to as 
sist the Federal Government in the im 


Markets after Defense 


The recently Department ot 
Commerce survey on “Markets after the 
Defense Expansion,” is another strongly 
encouraging factor in the outlook for capi 
tal goods and industrial equipment mar 
kets through 1955, states the Council for 
Technological Advancement in a bulletin 
summarizing that portion of the study 
which deals with anticipated capital ex 
penditures. The Council is an affiliate or 
ganization of Machinery and Allied Prod 
ucts Institute. 

The Department of Commerce survey 
reports that American business currently 
expects to invest approximately the same 
amount in plant and equipment in 1953 
($26.3 billion) as it invested in the rec 
ord years 1951 and 1952. There are indi- 
cations, based on a survey of the current 


issued 


provement of its financial administration 
and thereby contribute to more ethcient 
management of public affairs. It will 
render advice to Congressional commit- 
tees and government agencies on policies 
and practices with respect to accounting 
methods, systems for budgetary control 
and other technical aspects of financial ad 
ministration. It will not be concerned with 
taxation, governmental regulation of bust- 
ness or other political matters. 

Other professional accounting organi 
zations which will nominate members to 
serve on the Council include the American 
Accounting Association, the American In 
stitute of Accountants, the Institute of In 
ternal Auditors, and the Municipal Fi 
nance Officers Association. 


Expansion Surveyed 


expectations of large firms, that this high 
level of expenditures may be sustained 
through 1954 and 1955. 

In discussing the significance of the 
Commerce Department's findings, the 
Council states, “The expected continued 
high level of capital expenditures points 
up the strategic role played by capital 
goods in a dynamic, expanding economy 
such as we enjoy in the United States. The 
magnitude of these capital expenditures 
makes evident again that employment and 
higher living standards are heavily de 
pendent upon the vitality of our capital 
goods industries and the use by all indus- 
tries of modern capital goods. The capital 
goods industries, today even more than 
ever before, are the keystone of national 
welfare.” 


BUSINESS PERSONNEL FOR GOVERNMENT 


I hold the earnest belief that it is a proper function for 
business to supply staff to government on a term basis, and 


that this is a proper charge against our cost of production. If 


the job is badly done, and our management brains and skill 


can help to do it better, everyone gains. 

Take our junior executives, for example. Over the long 
pull, wouldn't it be a fine thing if every young man with a 
future, and we all know who some of them are in our com- 


panics, should go to Washington for two.years and take a 


government job, either here or abroad? They serve in war, 


why not in peace, only here they would have our full finan- 


cial backing 


From ‘A Creed for Free Enterprise” by CLARENCE B. 
RANDALL, President, Inland Steel Co., Chicago, Illinois. 
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@ Why rewrite what's already written? Across the 
country, economy-minded firms are using a DITTO-dupli- 
cated copy of the invoice itself, in place of the traditional 
posted ledger sheet. This DITTO UNIT ACCOUNTS RECEIVABLE 
SYSTEM is 50 per cent faster than machine posting, is free 
of posting errors, and brings a welcome list of other 
benefits besides. 


SLASH PAYROLL, SPEED THE JOB 


With this system, posting becomes a simple filing operation; specialists are replaced by file clerks. 
Now no item is buried on a crowded ledger sheet; showing the whole transaction on each sheet, 
no reference to other data is needed. With monthly tabs topping each page the age of any item 


is seen at a glance, and it is simple to take off a quick, accurate trial balance. With credit data 
coded on each page or on cards dropped in front of each one, shipments to approved accounts 
are expedited—no need for credit checking. With duplicates available in seconds, delinquent 
statements are in the mail quickly. What a simple way to save money and speed operations! 


Now posting becomes a simple 
filing operation. 


Here is your accounts receivable 
ledger sheet—a duplicate of the 
invoice, the whole transaction at 
a glance. NOTE the month tab and 
credit code; two great time-and- 
money savers not to be had with 
traditional methods 








DITTO, Incorporated 

620 So. Oakley Blvd. 

Chicago 12, Ill. 

Gentlemen: Please send me the book, 
DITTO UNIT ACCOUNTS RECEIVABLE, 


without cost of obligation to me 


State 
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save us $125,000 yearly... 


repay their cost every year! 77 NOLLAND FURNACE COMPANY, Holland, Michigan, 


“World's Largest Installers of Home Heating Equipment’ 


“As the world’s installers of 


warm air heating equipment, we depend 


largest 


on 36 National Accounting Machines 
for all the accounting of our home office 
and our 500 company-financed branches 
with 7000 employees in 44 states. 
“National Machines permit such flex- 
ibility of Operation that Accounts Re- 
ceivable, Sales Analysis, Stock Records, 
Salesmen Accounts, Branch Income and 
Expense Analysis, Branch Payrolls, In- 
dividual Branch Records, Factory Pay- 


roll and many other records are proc- 
essed daily and with great economy 

“And National Machines’ remarkable 
simplicity of operation makes it easy to 
train operators. And easier to keep them 
happy! 

“Our eleven years’ experience with 
National Systems and Equipment leaves 
no doubt in our minds that they are the 


world’s finest.” 


. 
OF alll 


Secretary 


It pays to install a National System adapted to 
your needs. For Nationals soon pay tor them 
then ye 
profit 


of tme- 


selves out of the money they save yon 
yeur after year returning a 
Thanks to their exclusive combination 
features, National 
work automatically 
National office today \ 
trained systems analyst will show how much vou 


can save with Nationals. 


handsome 


and-money-saving often do 


?,3 of your accounting 


Phone your nearby 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, vayron 9, on10 





